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FOREWORD 



, Food stamps were originally conceived in Ih^. 1930s as an adjunct of 
agricultural programs designed Jio raise the prices of farm coinmodi- 

'ties. * In* thar endeavor, these activities" may have"^ be.en all too 
successful. 

By now we haveliad more than a decade of experience with the 
new food stamp program that was instituted in the early 1960s, 
Ih this study, Professor Clarkson surveys that experience to see 
whether the program is serving well either of its two primapy ob- 
jectives—improvement of nutrition among the poo/ and supplement 
tation of the incdme of poor farmers. *He finds that it is ijot.^f^ 

Perhaps we should nol be surprised aUhese findings, As to the 
first of these objectives, there is nothing inherent in the food stamp 
I>rogram that requires, or even encourages, the purchase ctf nutritious 
• foods. Since food stamps ^re notfiing mqre fhaVi.an, income supple- 
ment, with the recipient required only to spend^^the supplement on 
food products, no improvement in nutrition necessarily results. 
Recipients may use the stamps to purchase expensive foocls that are 
no more nutritious than the chx^aper foods they would have bought 
with ti lower food budget. Steak is no more nourishing- than pot 
roast. Canned vegetables are ho more .nutritious lhan fresh. Pre- 
paredrTV dinnerS or frozen, breaded, precooked chicken may be less 
healthful than a vegetable-chickei)i*-5tew.' Arid the substitutioa of 
soft drinks and snack foods for milk and vegetablj^s, which common 
gossip jnsisls i^one use made of food stamps by some families (and 
which was found by studies of food stamp recipients to have 
occurred" in some grpups),' is a positive disservice to children. 

The incT^ence pf malnutrition in famiHes well' above the poverty 
line should have warned us thot income supplementation in the form 



of food stamps (or Ldsh) would not niilomalically elimindle mal- 
nutrition among the poor. What is ironic is that the average expendi- 
turr for the purchase of food stamps is more than adequate to cover 
the cost of a balanced, although perhaps monotonous, diet, .Only a 
minority of low-mtomu families had poor diets before food* stamps 
were provided;- It would seem. tht?n. that except for the poorest of 
th^'pdor little more could ha\e been expected from the provision of 
^^o5d' stamps than decreased monotony and increased convenience 
~ - through the purchase of packaged * maid semce7" 

S^m'i? studies jiave concluded that the food stamp program has 
imprdved the nutritional adeqjaacy of diets. The'se studies point io 
the fact that families receiving food stamps have better diets than 
families in the same income categories who do not elect to go into 
the program The self-selection factor that governs program par- 
, ticipalion suggests that this comparison does not substantiate the 
efficacy of the program. Those who choose not to participate are 
likely to be those who choose to spead less Qn food than the amounts 
that would havfe been reqjyired to purchase food stamps."' Apparently 
they' find the sacrifice of other products not .worth the additional 
expenditure oa food stamps despite the bonuses offered in- free food 
stamps They have poor diets, then, because they prefer other items 
\o the iiddtlional food the program would provide. Food stamps are 
"10^' 'j^^'^^'ly to be used by those who already have adequate diets dL. 
who join the program to obtain the subsidy. Their better diel/are 
not the result of food stamps. ^ / ' 

The occas:ional, heartbreaking (but never -confirmed) riews re- 
port of some "aged person subsisting on cjog food is hardly supports 
for the scale and lev(?l at which the food stam^p program now ope'rates. ' 
It is not necessary to provide food jstamps to families of four with 
adjusted incomes as high as $7,000 a year (in some cases over 
SlO.OOO a year before allowed deductions) iit order to provide for 
such persons. And in the case of strikers, we are providing food 
stamps to people with annual incomes, well j(i excess of $7,000-^ 
even i^ the year in which^they receive food stamps. The average 
family receiving food stamps in, 1973 consistecl. of 3.2 persons with' 
an average income of $4.200— vyell abovrthe poverty line (and it 
should be noted that the a\crage-income measure does not include 
in-kind income sitWi-^ subsidized housing, ' free school luncjies, 
Medicaid and Medicare, day care, and so on]. y I 

Food stamps njot only fail tp eliminate malnutrition among the* 
^ poor (in the absence of^ouaseling on what constitutes^. healthful 
* diet and on the value of good nutrition), but tlioy. also fail to 
-supplement income efficiently. Professor Clarkson finds that our 
• ^ 
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government spends in excess qf Sl.09-to provide $1.00 in bonus food 
stamps that have a valut^ to their recipients of only 82 cents. In other 
words, the average raci^j^ent would. trathThis bonus food stamp's. 
vYorth $1.00 in food prociucT^SW^ in cash or pther good^ 

and think he was better off. Indeed, some recipients would think*" 
th(?y were better off if they received 50 cents in cash instead of 

. $l.t)0*s worth of additional Tosd, judging by' the fact that "(hey sell 

' their bonus stamps, illegally, foj^less_ than 50 j^ents_on the dollar. 
According to a recent Deparlment of Agriculture siudy, about 
50 percent of the b6nus stamps provided are not u^ed to purchase 
add'itionaf o^ more nutritiijus food (or even packaged "maid^sQr- 
vice'^).^ Rather IJxan adding to the quality of the diet of sta'mp- 
recipients, they i^imply replat^e cash expenditures formerly made 
fbr food. A portion of the bx^nus stamps is really a cash sypplement 

i smuggled' into this pxogram in the guise.of^rovidmg a more ad^uate 
diet, Since a plethora of cash supplement programs already exists, 
there is no case for erne rtiore/ If anylhing, thel^'a need to reducQ 
the number-'^ This suggests ffie advisability of one immediate reform: 
to increas7^'the "cash price pf any gi\en quantity of food stamps in 
order to eliminate the "^:ash supplement'; C9mp0nent. 

If we 'wish to supplement income, cdsh grants would Be less 
costjy to taxpayers than food stamps and less wasteful of resources. 
Smaller amounts of cash would increase welf^e more than the l/irger 

•,arHounts spent on the "food stamp program. To meet the -needs of 
the poor, we should place our reliance upon (3xistir\g income-, 
suj^pl^ment -programs rather than resorting to .an in'k^nd income 
supplement program that inefficient and that compounds Ihe 
disincentive effects of other -programs.'', " ^ ^ ^ 

; As to the second objective of the food stamp program, -supple- 
mentatidn of the income pi poht farmers, food stamps fail .as 
miserably here as they do in eliminating malnutrition, 'jhe majority.,, 
of the food dollar spent at. retail {62 pejcentj-goes to .transportation, 
processing, and wholesale a-nd retail handling. f)ie majority/ of the/ 
dollar spent by the federal governra'eht to supplement We food/ 
budge-ts of the poor^goes for admihisjiration and' for the scnvlces of 
the food processing and transportation industries. , Little of ihJ{ 
dollar ^ets to farmers— and that which does benefits mainly thp/e 
fartners -who are already well off. As 'a device to benefit prtor 
farmers^ food stamp outlays tnust be one.pf \he most notorious 
failures among'all federal programs, ^ 7 

In his analysis of the food 'stamp program," Professor tiatkson 
does not examine the impact of, the program on the amour/t of., 
mcome that working* rebipients of fbod,. stamps choose to /earn. 



Other analysts havu found that recipients of food stamps with some 
.wage income choose to work fewer hours' when food stampg'are 
available. The decrxMse in income Trom work id "roughly bqual to 
the subsidy so that the two cancel out and* there is no net gafn in- 
income. This suggests that offering food stampS [to the working 
poor] results, in no net gain,. exTcept in increased leisure, for the 
participants."' ^ . * 

Yal^i Brozen 

Graduate School of Business 
' University of Chicago 
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INTRODUCTlbN 




In the early 1930s, a tim.e when anemploymenl and poverty were 
spreadiiig, the spectacle pf little^pigs being killed and crops beings 
plowed under in the attempt to raise farm prices led to public ou-tcry. 
A second approacli, government purchase and accumulation of 
"surpluses," seeded fio better, because "the government-held stocks 
threatened to, overwhelm available storage facilities and spoilage 
made the program an expensive method of destruction. 

In an effort to make use of th^se government stocks without 
depresslTfig prices, the distribution of surplus commodities through 
'private and state welfare agencies was begun. In 1932 a congres- 
sional resolution transferred 40 million bushels of gov^ernment wheat 
to the Red Cross for the use of the needy.' /Vnd from 1933 through 
1935, the Federal" Surplus Relief Corporation distributed commodities 
acquired under Section 12(b) of the 1933 Agricultural Adjustment 
Act (P.L, 73-10) to state welfare agencies.^' Giveaway programs to 
foreign lands, latter formalized under Public t^aw 480, folloVyffd. 

In 1939, the first food stamp plan Vv^as instituted. This plan^ 
whith involved stamps valid only for the purchase of designated 
surplus commodities, becanie a casualty the wartime food shortage 
in 1943. In 1961 a pilots food' stamp jbrogram was undertaken in 
"distressed areas,"— eight of them — vvhere there was substantial 
unemployment, 'many families with lo]Jv incomes, and high partici- 
pation in the federally donated ;:ommo4ities prograip. This program, 
which permitted recipients to purchase all domestically**produced 

Special thanl^s are oxteftdecl.to Yale Broken* ^dgar^K. Browning, Donald L. 
^.Martin, Michael P, Murray', and Edgar O. OI$en \\ho provided various sugges- 
tions and comments on this study. , * f 



foods. -^vas formalized an? "eTfgibililx extended to all states m Jihe 
Food Stamp Act of 1964. 

^In addition the federal food assisiance effort includes special 
programs designed to reach specific nutrition problems. The two 
mdifr^'xamples ar4^ the Child Nutritiorl Act of 1966 and the National 
School Lunch Act of 1 970. 

Although the 'earlier -food assistance, programs were instituted 
for thr announced purpose of impro\ing nutrition, thejr main impetus 
and support came from the agri^ltural sector. Writing 'in 1963. 
Don Panrlberg pointed out that food program legislation \\as gener- 
ated in the agricultural committees of the Congress rather than in 
the committees concerned with health and welfare^it Was the agri- 
fuituraf budget, he Tooted, that carried the cost of subsidized food 
Consumption ' In food legislation and administrati\e actions since 
1963. mpre attention has been gi\en to the objecti\es of nutrition.' 
Part of the change in policy can probably be attributed to increased 
(rebtiye) incomes in Agriculture and in the food fn^ystry in recent 
years.*^ 

Whether existing food assistance programs can eliminate mal- 
nutrition is a hard question to answer. While poverty, hunger, and 
malnutntion'have de^creased since the 1930s, the decrease has appar- 
ently c5me to a halt in the last five years despite a fourfold increase 
in federal food assistance programs in this period."^ Mpre impor- 
tantly, these programs also fail lo reach most of .those entitled to 
federal food assistance. In over one-third of the nation^s counties, 
less than 34 percent'of those who are eligible participate m some, 
federal food progrSiTn.' ' ' ^ — 

With the dislippcarance of •excessi\e" food production in the 
last three years, wth the growing belief t^t food stocks would bo 
inadequate tp'tope with crop failures in* various .parts ctf the world, 
and with rl^e una rtainties-about how to reduce malnutrition, it would 
serm rfTal a major reason for the provision of income supplements in 
a form limiting them to the purchase of foocl may ha\ e'disappeared. 
Some recognition of this sur/aced in* the Social Security Amend- 
ments of 1972. these amendments replaced the federal'slale c^ash 
progriims* that, together with supplementary* federal foqd stamps, 
had supported the elderly, the blind, artd the dibbled."* The new 
program for these groups. Supplemental Security fncome, provided' 
for larger cash pav ments partially financed by the federal govern- 
ment and. eliminated food stamp supplements, as of January 1974. 

In the light of all this, it may be asked whether food assistance 
programs serve their obj&tives. Can malnutrition be solved Jby fpod. 
supplements or cash allowances? What are the benefits -to recipients? 



Do eligibiht> requirements permit participation by the needy and 
exclude^ higher income households? Why is participation in fooi 
assistdnce programs as low as it is? Are better nutrition programs 
a\aikible? 

This stud\ seeks to* answer these questions by investigating 
the economics of food stamps— the country's major fpod assistance 
program. This program has grq>vn from S251 milhon in fiscal year 
1969 to S4 biilion (estimated) in fiscal year 1976. far outstripping the 
pace of inflation and tending to focus inflation on -the food com- 
ponent of the price index Chapter I e^xamines the d^\elopment of 
txistmg food stamp pohcy under the Food Stamp Act of 1964 and 
subsequent amendments. Chapter II analyzes the economic costs of 
' the food stamp program, taking into accourrt the direct and indirect 
costs of both federal and nonfederal food stamp organizations. 
Chapter III looks at the total benefits from the prograni, focusing 
particularh on tht estimated relati\ e ^ams to eligible recipients and 
the difficulty of (^tiermlning program benefits. Chapter IV discusses 
alternate e solutions to the problem of malnutrition and suggests 
possiblt^ rem^edies. The final chapter gi\es the major conclusions 
and liecommendations of the studv. 
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CHAPTER I 



DEVELOPMENT OF 
FOOD STAMP POLICY 



Changes in the structure of U.S. federal food assistance programs 
have closely paralleled changes in the relative strength of two 
powerful interest groups, farmers and welfare recipients, inasmuch 
as the structure *of these programs determines the distribution of 
benefits to these groups and to other participants in the programs. 
As political power has mo\ed from the midwestern and southern 
rural congressmen wTio represent farming interests to the ru)rthern 
and eastern urban congressmen who represent welfaije^terests. 
the primary gains from the program ha\'e shifted from farmers to 
vselfare recipients.^ Sometimes tlVe conflict between farmers and 
Welfare recipients becomes quite explicit, as it did In the testimony 
of Representative Leonor Sulli\an (D-Missouri) h^efore the House 
Agriculture Committee in 19G8: 

If we have to have another fight, let's have it! But. let's . 
make it clear what the issue is going to be: if you woh*t 
let us use this method to assure adequate diets for all needy 
Americans wherever they live.\hen many of us from urban 
areaSk are simply going to withhold our votes on farm legis- 
lation until we rnake another deal^- 

The enabling legislation Jor existing food assistance programs reflects 
these com^petiag interests. Thus the statement of purpose of the 
Food Stamp .Act of 1964 begins as follows: 

. An Act to strength>en the agtiOiiltural ecOnoitiy; to help 
achieve a fuller and more effectiv«e use of food abundances; 
' to pro\ide fertmprovfed li»vels^af nutrition among economi- 
cally need/households through a cooperative Federal-State 
program ofstood^assistanc/^'to be operated through normal 
channels of trade: . . J / • ^ . ^ 
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Early Food Stamp Programs 



The first feck^ral food stamp plan gruw out of disenchanfment with 
thr surplus fnud distribution program. It began as an tr^^puiriment 
in/^rh 1939 and tutal participation reached approximately 4 rnlHT&n 
persons in 1941. with over half the nation's counties invoked.^ The 
1939 plan was designed to increase food expenditures among partici- 
pating families through the use of general and spec4fic-purchase 
food stamps Under the plan, each j?articipating family would>buy 
gpnerai food stamps (oxange stamps) in amounts approximately 
equal to its noAial food expenditure as determined by a national 
average These stamps could be used to acquire any food. item. 
In addition, each family was given specific-purchase food stamps 
(blup stamps] equal to half the total amount of orange stamps pur- 
chased Bluii stamps.'could be used onl> to purchase foods desig- 
nated as surplus each month b\ the secretary of agriculture, Approxi- 
mately thirtv food commodities— including butter, cereal products,, 
potatoes, dry beans, fresh vegetables, fresh and dri^d fruits, and 
pork meat products — were included on onevpr more of the monthly 
blue stamp lists Participants were certified ^y relief agencies and 
were limited to individuals ai^d femilies who were on some form 
of public assistance and ivho prepared Tmeals at home. 

- The multiple objectiv^es of the 1939 food stamp plan were given 
in official program descriptions: 

It broadens* the market for food products, thus helping the-^ 
farmer*. 

It provides'more adequate diets for needy families, thus 
helping tf]e consumer and building up our national health- 
defenses. » :* -^^ V>^/ ^^^^-^ 't^^ 

It movea all surplus commodities through the regular chan- 
nels of trade, thus helping business.^ 

While these objectives were partialh^ met, several important prob- 
lems plagued ^he plan throughout its operation.*^ First, many poor 
families were ineligible because they were not receiving some form 
of public assistance ^Second, those wHo were eligible for the plan 
often found the minimum purchase requirements too, expensive (that 
is. larger than their normal fogd expenditures). Third, nonfood items 
vverr sometimes exchanged for stamps and many nonsurplus foods 
were purchased with the blue (surplus food) stamps. These and other 
violations accounted lot over 25*pertenl of expenditures under this 

^progrofm.' Finally, participants could reduce the intended demand- 
incrcasingMmp3ct of the blue stamps by not using tHe orange stamps 
to purchase surpli/s food. In other wprds, surplus foods. purchased 
. " * ' . ''^ 
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with the blue stamps repldf.ed food that would otherwise havabeen 
purchased, so that there was hUkincrease in the total purcha^ 
of the surplus Items. These probllrns, coupled with reduced unem^ 
ploymrnt and increased demand for U.S. food during World War 11,^ 
contributed to the program's termination in 1943. 

From 1943 to 1964, bills pro\ iding for a neu food stamp program 
were iniroduced into every session of the Congress."" Until 1961, 
howp\t^r. surplus commodity distribution continued to be the primary 
federal food assistance program. In January 1961 the President 
directed that go\ernmental programs distributing surplus food to 
nced\ families be expanded/'.and he instructed the secretary of 
agrirulture to establish pilot food stamp programs for needy fami- 
lies The authorization for the pilo't food stamp programs, like that 
for the 1939*1943 food stamp plan, was Section 32 of Public Law 
"4-320. Pilot projects were initiated in eight test area's and covered 
approximately 138,000 persons.' The program was subsequently 
pxtrndrd to thirt\-fi\e additional areas Jbiinging total participation- 
in the pilot* food stamp projects to 386,255 persons as of February 
1964.^* • . 

Under the pilot program, certified families exchanged normal 
food expenditures (determined by a national average) for food 
coupons of a higher monetary \alue. For each S6 of normal food 
♦'^itenditures the family recei\ed'approximately SlO in food coupons. 
The S4 difference u^as t"he federal contribution.^- Participating fami- 
lif^s uerr-"4ilf)ue^ to use their food stamps at most siores and for 
most availableToods; Purchases in nonapproved stores and pur- 
fhast^s of certain iniported fo^jTftsAere prohibited. Retailers redeemed 
jhf f rjupons through the faj^liti^ of the commercial banking system. 

The 1964 Food S^amp Act^an^Amendments 

Prelrminary resv^tt^ of the 196\mlot foed stamp project showed 
increased food purchases and^iftiMfeTved dTets for participating fami- 
Ups, These results pro\ided favorable evidence for supporters of^ 
the food stamp concept and contributed to the passage of the Food 
Stamp Act of 1964. The conditions of the pilot pfbject were not 
fully duplicaird in the full scale program, however, and this may 
account for the latter's disappointing results. In the pilot projects 
an educational ^'ffort helpeji. participants use their .a'dded food pur- 
chasing pow*er to provide a more nutritious diet. Diligent infot^e- 
menl of regulations prevented - many violations, such as^elling 
ooupdhi for cash. Also, the. scale of subsidy in the pilot proVanls 
avcragetl less than 60 percent of direct outlays, bringing into pteyja 



self-selection process which weeded out those <vho did not feel 
any need for additional food, 

With the recent rise in the average subsidy to 120 percent of 
direct outlays, a larg^ portion of eligible families is now partici- 
pating in the progrdm. e\en though the subsidy is of little value to 
many of the new, participants except for illegal uses. Yet. despite 
this extraordinarily large subsidy, bonus food stamps evidently stilJ 
ha\e zero \alue (or a \alue that is less than the trouble of applying) 
to more than half of the families eligible to receive them (Table 10), 
It may be noted that this also held true for the relatively needier 
groups allowed to piarticipate in the 1961 pilot programs: only half 
of those who had been retei\ing free food from div^A donation of 
agricultural surpluses elected to join the pilot food stamp plan, 
although all utire eligible and»alLwere carefully informed of their, 
eligibility.^^ 

As was the case/with previous food assistance legislation, pas- 
sage of the 1964 act was delay^iintiLa compromisacguld be workied 
out between agricultural and welfare interest groups. The President's 
package included a fpod staiiip bill, but the 
Agriculture Committee of the House of Repre- 
bill was not rep.orted un^il "Northern Demo- 
Rules Committee fhade it known they were 
holding up a tobac|o bill pending favorable dction on a food stamp 
bilL" \ 

Under the provisions of the Food Stamp Act of 1964, the initia- 
tive for the establishment of a food stamp program jn any Tocal 
political jurisdiction must come from the ggency authorized to 
administer public|assistance programs in that jurisdiction/' Accep- 
of proposed food Stajnp plans is madjs by t|3e 
uilture. Until '(he 1971 amendments fo the act, 
food stamp pro-ams could not ba operated simultaneously .with , 
tommoditv distribution programs in any jurisdiction, except under 
emergency situaiidns (determined by the^secretaiy of agriculture). 
Also, program clfigibility was limited to households that participated^ 
in public assistance programs or th<il fell below the maximum income 
and asset eligimlitv standards used by the state in adnlinistering 
federal public Issistance, In 1966 these/state eligibility -standards 
varied^onsidcrpbly. as may be seen in Table 1, Households desiring 
to participate would apply to the local welfare agency that deter- 
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Table 1 
FOOD STAMP PROGRAM: 
ELIGIBILITY .STANDARDS FOR NONASSISTANCE HOUSEHOLDS, 1966» 



Monthly Allowable yKome, by Household Size 
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For each additional 




1 








5 


6 


I 


Q 

o 


Q 


lU 




person 


Alaska^ 


$125 


$185 


$250 


$315 


$370 $430 


$475 


$520 


$565 


$61 6 


$45 




Alabama 


100 


120 


145 


175 


205^ 


235 


265 


295 


325 


350 


$30 




Arkansas<i 


85 


170 


180 


190 


200* 


2'10 


220 


235 


250 


265 


$15 to maximum of $325 


California^ 


160 


190 


225 


283 


^335 


393 


438 


483 


521 


565 


$40 




Colorado^i 


100 


150 


185 


220 


255 


290 


325 

1 


,360 
w 


395 


420 


None 




Connecticut^ 


140 


185 


235 


280 


335 


365 


395 


420 


445 


470 


$25 




District of Columbia^ 


107 


153 


198 


226 


254 


283 


311^ 


339 


367 


396 


$25 




Georgia<i 


80 


130 


175 


195 


225 


245 


260 


275 


290 


300 


$30 to maximum of $330 


Hawaii <i 


120 


180 


210 


250 


285 


325 


'370 


415 


455 


4p5. 


$40 




litinois 


139 


182 


212 


* 259 


299 


437 


375 


414 


451 


490 


$25 




Indiana 


125 


160 


190 


220 


250 


^280 


/310 


^340 


370 


400 


$25 




Iowa 


130 


200 


250 


295 


330. 


370 


405 


455 


490 


^40 


$35 





Resources — 
Allowable Uquld Assets b 



Kansras 

Kentucky^ 

Louisiana^ 

Maine 

Maryland 

Mictiigarl 



90 125- i145 

^0 105 /l25 

130 .161 ./l91 

90 125/150 

125 185/ 225- 



(')•/ 

165 
150 
^2T7^^ 
175' 
26^ ' 



1') ;^ m / w 

19(i '210' 220 

fiSt^^i^ 210 

239' 26Q 282 
£f0 ^230 ^250 
295 330^ 365 



(0 i<0 - 

230 ^^40' 250 

230 250 275 

304 316 321 

270 290 *310 

400 435 470 



^ame as for public assistance. 
4 times monthly scale. ' ^ 
1— $200; 2 or more — $4D0.c 
1— $1 ,000; 2 or more— $1,500.^ 
1, 2, 3— $1,000; add $250 
each to maximum of 
$2,()00.c c 

1— $1 ,000; 2 or/tnore— -$1 ,500. 
1—$1,000;'2(^f more— $1,500. 
1— $800; 2 o/ more— $1,600. 
1— $1,000; 2'or more— $1,500. 
1— $400; 2 6r more— $600. 

3 times monthly scale. 
1— $750; 2f-$900; 3— $1,000; 

4— $1,1 QO; 5— $1,200; 
6~i$1,q0p;7— $1,400; 
8— $1,500; 9, 10 and 6; 
, —$1,550.; 
1— $750; 2.Qrm6re— $^b.c 

4 time^jn6n|h locale. 
1;r-$§Q8; 

i^^TimOr^^jfTrTore^ ,200 . 
1— $1 ,000;^^ or more— $1^0p. 
* 1— $750; 2*to 5— $1,000; 
6 and ov^r^add $100iBach, 




stale 



Minnesota 
Mississippi^ 
Missouri <^ 

Montana 
Nebraska 
New Jersey 
New Mexico^ 

New York . 

North Carolina d 



jhio 
Oregon 



Pennsylvania 
Rhode Island 
South' Carolina d 
Tennessee" ' * 
Texas c 

Utah ■ 
Vermont 



Table 1 (continued] 



Monthly Allowable Income, b/ Household Size 



8 



9' 10 



For each additional 
persorv 



X Risour 
Allowable Liquid Assets^ 



$135 $205 $250 $290 $335 $370' $390 $425 $460 $495 " 
90 130 155 180 210 230 250 270 290. "3J0 
140 190 230^ 270^310 350 390 430 -470' 510 



125 


183 


212 


253 


2&0 


_ 3lS 


353 


388 


413 


' 438 


120 


180 


230 


270 


305 


355 


360 


385 


410 


435 


150 


200 


250 


290 


330 


360 


390 


430 


460 


, 500 


110 


150 


170 


190 


210 


230 




270 


290 


'^i n 


T50 


210 


290 


325 


365 


405 


445 


485 


525 


565 


85 


110 


125 


140 


155 


170 


185 


195' 


20p 


215 


-140- 


-185 


260 


295 


330 


365 


385 


415 


440 


460 


110 


180 


220 


260 


290 


320 


355 


385 


415 


445 


128 


193 


221 


258 


288 


328 


357 


386 


411 


426 


110 


170 


205 


245 


280 


315. 


350 


390. 


425 


460 


110 


150. 


180 


215 


255 


290 


320^ 


345 


370 


395 


7a 


90 


105 


115. 


125 


135 


145 


155 


165 


175 


95 


13fb^ 


165 


200. 


240 


275 


315 


350 


385 


420 


100 


150 


170 


190" 210 


230 


250 


270 


290* 


310 


104 


154 


184 


205 


235 


.255- 


284 


298^316 


329 


122 


ISO' 


209 


238 


275 


309 


345 


374 


Aft7 


439 



>30 
$15 
$40 

'$25 

$25 
$40 
$20 

$40 



$25 
$30 
$25 

$30 
$25 ■ 

$5 to maximum of $185 

None 

$15 

$13 
$30 



1— $750; 2 or more— $1,000^ 
1— $500; 2 or more — $800. 
1— $750; 2— $1,000; 

3— $1,250; 4 or more— 

$1,500. . 

1— $1,000; 2 or more— $1,500.. 

1— $750; 2 or more— $1,500, 

1— $1 ,000; 2 or more— $1 ,500. 

Cash: 1 — $100; 2 or more 
— $150,c . 

3 times maximum allowable 
income.c 

1-^$500; 2— $700; add $50 - 
each to maximum of $800. 
^$1,000 per household. 
^ $500 per household. 
1 adult— $500; 2 or more— 
$1,000. 

1— $1 ,000; 2 or more— $1,500.- 
^^$1 ,006; 2 or more— $1,500. 

4 times monthly scale. 

1— $500; 2 or more— $1,000. 
1— $300; 2— $450; add $50 

per-person to maximum 

of$600;c 

1~$400l2 0/ more"^$800.c 
i— $1,000; 2 or more— $1,500. 



Virginia 


90 


115 


135 


150 


165 


180 


195 


210 


225 


240 


$5 


» * 


Washington 


lob 


172 


212 


242 


27 t 

y 


297 


- 329 


360 


390 


420 


$30 




West Virginia 


80 


115 


135 


155 


170. 


185 


- 

200 


200 


200 


200 


None 


V 


Wisconsin 


115 


170 


205 


240 


270 


320 


350 


380 


410 


445 


$30 




Wyoming 


130 


180 


225' 


280 


310 


340 


370 


415 


460 


500 


None 


f 



1— $500; 2— $600; 3 oV. more 
—add $50 each to \ 
maximum of $1,000 c\ 

1— $336; 2— $572; 3— $612; 
'4— $462; 5— $671; 6— 
$6^7; 7— $729; 8— $760; 
over 8— add $30 each. 

1— $1,000; 2 or more— $1,500. 

1— $500;.2— $750; add $100 

' each additipnal. 
- $1,000, per household.c 



• This table lists standards in state plans approved as of July 1'5, 1966. ^ , ' 
b Rent iip to maximum of $75 Is also allowed. 

c The states Indicated also have II(nitatlons on other resources such as real estate, automobiles, etc. 

^'For households containing both public assistance recipients and nonrecipients, eligibility Is based on the income and resources of the 
' nonassistance memberstonly. Other states base eligibility on the tot^al income and resources of all members. ' • I 

• Applied to both public assistance and^nonpubJIc assistance households. \ ^) 
^ Household eligible If a budget deficit exists. 

Source: U.S. Cor>gress, House of Representatives, Committee "on Agriculture, Hearings on Extend the^FoocI Stamp Act of 1964 and 
Amend the Child Nutrition Act of 1966, 90th Congress, 1st session, Margh 15 and 16, 1967, pp. 31-^2. • *. 



stamps with a dollar value sufficient to enable participants "more 
nearly to obtain a lovv-cos't nutritionally adequate diet." Partici- 
pating households could designate an authorized member to purchase 
monthly stamp allotments. Food stamps could be used at any 
approved retail food store for any food or food product except alco- 
holic beverages, tobacco, imported packaged foods, and imported 
meats or meat products. Retailers would redeem the stamps, al a 
local bank or use them to pay accounts with approved food wliole- 
salers. - - * . 

^ The Food Stamp Act has been amended many times, most 
importantly m 1971, 1973 and 1974.'' llie 1971 amendments (Public 
Law 91-671) made important administrative changes and generally 
Increased the benefits for participating households. Uniform income 
and resource eligibility standards were imposed, work registration 
requirements for able-bodied adults were instituted, and'liouseholds 
^ that moved* to'a new political jurisdiction could maintain eligibility 
for sixty days following- their move. Participating -families were 
permitted to purchase one-fourth, one-half, or three-fourths of their 
monthly stamp allotment. Moreover, for most participating house- 
holds, monthly purchase requirements were lowered to a level not 
to exceed 30 percent of income, arid sometimes to zero for the lowest- 
' income households. The 197ramendments also allowed some elderly 
participants to purchase meajs prepared and delivered to tlieir homes 
by governmental and norfprofit organizations. Persons on other 
public assistance programs could request that the monthly purchase 
be automatically deducted from their welfare checks and could • 
have the food coupons -mailed to thqir home. Partippating jurisdic- 
tions were required to "ack'ertise" and to^engage in other "outreach 
activities" to increase participation among the eligible poor, States 
were no longer prohibited from simultane5us, distribution of^food 
stamps and surplus commodities in any single political jurisdiction. 
Table 2 summarizes these and other key changes cont^ained in Public 
Law 91-671. / * ' - : 

Tjie 1973 amendments (Public.Law 93-86) required a'vQationwide. 
expansion of the food stanxp program by July 1974,- ifnless , * " 
rouM demonstrate that the participation of a particural- area: 
that stafe^ould be impracticable. The amendrneA 
that the cou]!ron allotment be adjusted semiannually To mflect ch£ 
in food prices as reported hy the Bureau ,of Labor Statisj 
Department of Labor. Eligible participants who arcjk^ig addicts 
alcoholics in rehabilitation' prograih^ m^ty now^sre food coupoj)^1o\ 
pirrchase meals from authorized nonpl^fij^^fg^izations. 





Table 2 

COMPARISON OF MAJOR PROVISIONS OF 
PUBLIC LA.W 91-671 AND PUBLIC LAW 88-525 



Item. 
Policy of program 



Territorial 
coverage 

Individual 
coverage 



Product coverage 



Store coverage 



Infcome eligibility 



Public Law 88-525 



Public Law 91-671 



Resource 
(imitatron on 
eligibility 

Method of 
. certification 



Challenge to 
certification 



Penalties 



Raises levels of nutrition 
among low-income house- 
holds./ 

50 stattes only and District 
of Columbia. 

Group of^ related or non- 
related ifidividuais living as 
one' economic unit sharing 
cooking facilities and for 
whom food is customarily 
purchased in common. Not 
residents of institutions of 
boarding houses. 
Any food ojc food product 
except alcoholic beverages, 
tobacco, imported pack- 
aged foods, and imported 
meats or meat products/ 

tstablishment of house-to- 
house trade route that sells 
food to households for 
home consumption. 



States set standard on maxi- 
mum income, must be co'n- 
sistent with income standard 
used by state in ^own' wel- 
fare prograi 



State agency to determine. 



General procedure used tn 
public assist^Dce programs; 
use of state merit-System 
personnel used in certifipa- 
tion. y 



No specific provision. 



(drimmal offense to know- 
acquire, c6upons in 
5*naiithorized manner. 



Permits low-income house- 
holds to purchase a nutrition- 
ally adequate diet. 
Includes Puerto Rico, Guam, 
and the Virgin Islands. 
ExtencJs program to persons 
over 60 years of age who do 
not live in institutions or a 
boarding house. Excludes com- , 
munal families of unrelated in- 
dividuals. 



Expands program to include 
meals prepared by nonprofit 
institutions and purchased by 
persons over 60 years of age 
if meals are delivered to their 
homes. 

Expands program to 'include 
political subdivisions and pri- 
vate nonprofit institutions 
which, prepare and deliver 
meals to persons 60 years of 

age or older. _-^-r 

Secretary oLAgricOlture toSes- 
tat^ish Uniform standards in 
consultation with HEW. House- 
holds containing an 18-year- 
old who is taken as a fax 
dependent by another house- 
hold are ineligible. Secretary 
.^directed to establish separate 
'standards for Puerto .Rico, 
Guam, an^ the Virgin Islands. 
Secretary to consider both 
li<;i,uid and noniiquld assets in 
'establishing eligibility criteria. 
Hpuseholps containing able- 
ijodied persons between 18 
and 65 rexcept mothers or 
students) who refuse to regis- 
ter for or accept- employment 
(struck plants^xcepted) shall 
be ineligible for stamps. 
State agency to grant fair hear- 
ing and prompt determination 
to any aggrieved household 
affected in participation. 
Extends criminal, provision to 
include illegal possession or 
use of "authorization to pur- 
chase" cardsj^author^es- pur- 
chase qf^stamps fof^enforce- 
^mejit'ptirposes: 



Table 2 (continued] 



Item . 

■plac^ of coupon 
issuance 



Frequency.of 

coupon 
* issuance 



Method of coupon 
purchase 



Price of coupons 



Tdtal value of 
coupons 



federal 

administrative 
responsibility 
.State and local 
admlnistrgitive 
rcsponsibiiity 
Paynrient of 
, administrative 
costs 



Simultaneous 
, commodity 
, distribution and 

foo^ stamp 

issuance 



Public Law 88*525 

State agency responsible 
for making 'issuance ar- 
rangements may delegate 
to other agencies of local 
governmental units. 
No specific provision. De- 
partment regulation requires 
at least semi-monthly issu- 
ance for households that re- 
ceive income on weekly or 
semi-monthly basis. 
Transfer for cash. 



Amount equivalent to housed 
hold's norrfial 'expenditure, 
for food y 



Such amount as will pro- , 
vide household with an op- 
pprtunity more nearly to ob- 
tain a low-cost nutritionally 
adequate diet. c ^ 

Secretary of agriculture 
t 

State welfare agen^cy is re- 
sponsible for intrastate ad* 
gimtStration.* 

Fede/al government fi- 
nances cost of bonus 'cou- 
pons and-tt^eir printing and' 
62.5 percent of travel 'and 
salaries ot state personnel 
engaged in certifying non- 
assistance households. 
Not unless emergency situa- 
tion^caused by a natural or 
other disaster asjdetermined 
by secretary, interpreted to 
exclude Idng-term non- 
natural disasters.. 



Public Law 91-671 



Same ^s present law. 



Requires secretary- 'fo provide 
opportunity to BfUrchase less 
than full allojflrlent but only in 
proportion w norma! authoriza- 
tion. 

Cash or, deduc'tiorv Of . charge 
by §tate from fedej^ly aided 
public assistance, payments 
when authorized by house* 
holds. 

Cos* of stamps tQj>e a reason- 
able investment, but-^n^i more 
than^O percejit ofohous.ehold's 
income. Pa^jnent may be made 
by outsjde sources including 
state ^agencies and charitable 
institutions * 

Amount which secretary deter- 
mines is necessary to obtain a 
nutritionally adequate diet. 



No cl^nge. 



No ciTange. 



Same as in, present law plus 
62.5 percent of cost of hear- 
ing officials and outreach' per- 
sonnel. ^ ' 



Program outreach No specific requirefnent. 



Simultaneous opersttion of food 
stamp and commodity program 
is authorized in case of (1) 
emergency situations; (2) dur- 
ing transition to food stamps; 
or (3} on request of the state 
agency subject only to prohibi- 
tion that individual participants 
shall not benefit from both pro- 
grams simultaneously. 
State agency must undertake 
effective action to inform p<Jor 
of program's ' availability, and 
benefits and ensure their par- 
ticipation, inclutiing use of 
services of -other federally 
funded organlfations. 



18' 



24 A 



Table 2 (continued) 



Item 

Education 



Public Law 88-525 



Public Law 91-671 



Administrators shptJid take 
steps, incfuding^lhe coordi- 
nation of oth6r bodies* in- 
formational efforts, to en- 
sure that participants obtain 
staple foods, particularly 
those In abundant or surplus 
supply. . 



No change 




Source: United States Code, Congressional and'AOfnimstrative News, 91s>Congress 
2d session, 1970, voj. 3, pp. 6032-6033 aqd 6051-k053. . ^ ^ 

lyiDre recent 1974 amendments (Public Law~^^-347) increased 
- fedt^ral subsidies fpr costs incurred by states antflocalities in admin- 
^rating the food stamp program^ 'l^rior to Qctober 1, 1974, states 
^were reimbursed for 62.5 percent of thfiir costs for certification of 
non-public assistance housd^ldff, fair Hearings and out|",each activi-^ta 
lies. Under the n^ ameit^entsjstates will receive 50 percent qf 
all operating costs incurred in carrying out the food stamp program. * 
These and other gh^ges iri tlie regulations governing the food stamp 
plogram have prxTduced significant increase's , in total household and 
ar^a participation, as well as in program costs. " 



Growth of the Food Stamp Program 



rs, the food stamp program has grown from^the sn)allest 
t*of the federal food programs. As Figure 1 demon- 
rowth from fiscal year 1969'to 1974 was ^ver tenfold, 
rrom nscal year 1965 (the first year of direct apprdpriations for 
the food stamp program] to fiscal year 1974, the number of persons 
participating in the food,' stamp program grew from 424,000 to 
13,536.000-f-Em-4ncrease ot 3,090, percent. Cqntributirjg to'this in- 
^ crease were the federal arid state efforts to expand participation in 
/{he program and the increased benefits for participation. For exam- 
t pie, feder^r 'administratiori expenditures, which are aji indicator of 
expanded participation, increased from $1.4 million iri 1^65 to $28.6 ' 
million .in 1974, and "^utreach" costs rose sharply beginning with 
fiscal 1971. In additiori,'^lf: wered purchase requirements raise4>the 
average ' bonus (food stanip allotment less purchase requirement) 
from 61 percent in fiscal yqjpr 1^65 to 137 percent in^fiscal year 1974. 
Also, the op.tions for participant^ wel-e widened by permitting house- 
holds to choose 1es? than Ihe total monthly allotment. These and 
other ^federal {ind^st'ate ddtivities resulted in an eighty-threefold. 



/ ■ • 



Figure 1 ,^ - 
FOOD PROGRAM FUNDING, 1969-1975 



$ Biiltons 
6 — 



5,940 



Child nutrition 



yy^ Food stamps 
^ Foojd distribution 





5,068/ , 



1974<'» 1975^^ 



^ ^ . Fisqal Y^ears^ 

-a Eslimafed ^ .^''^\ . .'\ , , ■ . 

J> Budget request X; ,f • 

Source^ ^U.S Congr^^, House of Representatives, Subcommittee on Agnc.ulture- 
EnvironmBntal and Consumer Protection, Hearings on Appropriations Jor Fiscal Year 
^ I^T^'Agnculturai. Programs, 93rd Congress. 1st session, part '2, p 637; and Heanngs 
on Appropriations for Fiscaf Year f975 Agricultural Programs. 93rd Congress, 



2d-ses^ibn, part 3, pp 656-57;* 



26 



ERIC 
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increase in the federal food stamp bonus from fiscal year 1965 to 
fiscal year 1974 and. in 'the same period, extended the program from 
110 areas^lo 2.818 'Current budget estimates mdicate tliat there will 
be a further expansion of this federal food assistance program to 
more than'S'j 6 billion m fiscal year 1976?''' (This figure reflects th-e 



certain ehglbilitN requiremeiUs and specific purchase requirements* 
and iT^ust adhere to general purchase responsibilities. To be eligible 
for food^l^amps. households must either recei\e public assistance or 
be belou maximum income and resource level^ Maximum monthly 
Income and resource le\els are gi\en m Table 3. Current regulations 
prohibit participation by cdHege or university students (who have 
reached their eiohteenth birthday] who are claimed as dependent 
cHildrpn for federal income tax purposes by a taxpayer who is not 
a member of an eligible household. Participating households must 
-ronsist of a group of persons, excluding .roomers, boarders and 
li\ e-iri attendants, who are living as one economic unit. Except for 
disabled elderly persons, di^ig addfcts. or alcoholics (who qualify 
for a delivered meals^nrogram)," ficoiseholds must cook their own 
food -at home FinaH>^ll hoirseholgj members who are able-bodieff 
and over eighteen mmt register for empjpyment. and accept it if 
offered. ' 

The number of eligible household members determines the value 
of the food coupons that the participating household is permitted 
to purchase. In January 1975, for example, a family of four could 
receive a monthly allotment of Sl54 inJeed-rmrpbrTTby participating 
in the program (see Tabled)). PuShase requirements (4he amounts 
the household pa\s for monthly allotments) increase as household 
income increased Thus a family of fpiir^wFth an-adjusted mgnthly 
income of S300 v^uld pay $83 for the Tull^monThly allotment, 
whereas the payment wouJd dfop to S25 for aid justed jpionthly 
incomes beLvvecn SlOO and $109. TheT^'pnus coupons rep>^nt the 
difference bt^tween the 'purclias< requirement^andj the food 5tamp 
allotment. Eor example, the.' montlily bonus Tor b' fanply- of four 
lYith^an adjusted monthly income of $100 \voulc}Jbe $129 (lhat is, 
$^54^^5 = $129). A participating hpusehold i^rpenrtitted. to pur-, 
chase iJQO-qua^.t^^rroiJe^if: or Ihree-quarter^ of the total allotment 
irtsteaiof'the fiiU allolmem% garljcipanfs who receive welfare checks 
may clect"t& ha^^lrc {^i^rphaTe Requirement dfeductetf from their 





Table 3 

FOOD S TAMP PROGRA M. MAXIMUM MONTHLY INCOME AND 
-HhSuUHCh ELIGIBILITY LEVELS, JANUARY 1975 





Forty-eight 






Household Size 


States and D.C, 


Alaska 


Hawaii 






Monthly income^ - 




1 


\ $194 


,$229 


$218 


2 


\ 280 


380 


360 


3 


406 


546 


520 


4 


513 


693 


660 


5 


606 • 826 


786 


6 \ 


700 


946 


900 


7 


793 


1,066 ♦ 


1,013 


8 


886 \ 


1,18&v 


1,120 


For each additional 








person, add: 


73 


\ 100 ♦ 


93 




• 


"^sources ^ 




Ail households 


1,500 


1,500 


1,500 



» Income is any money rece4ved by all members of the household, except students 
under 18. years old. including wages, public assistance, retirement, disability 
benefits, pensions, veterans', workmen s or unemployment compensation, oldrage. 
Survivors, or strike benefits, .support payments, alimony, scholarships, educational 
grants, fellowships and veterans educational benefits, dividends, Interest^^^^d^aU— — 
other payments from any sources which may be considered a gam or a benefit. 
Certain expenses. x?af> be deducted from mcome, including (1) such mandatory 
expenses as local} state and federal income taxes, social security taxes under PICA, . 
retirement, and union dues, (2) medical costs (but not special, diets) when above 
^0 a month, child care when necessary in order to work, fire, theft, hurricane or 
other^disaster expenses, educational expenses which are for tuition and mandatory 
school fees, and court-ordered support and alimony, and {3X rent, utilities >qc^ 
mortgage payments above 30 percent of income ai^ all other deductions. 
t> Included resources,. are such liquid assets as cash on hand, in banks or t>ihft^ - 
savings institutions, U.S. savings bond^, stocks and bonds and^such nonliquid^ ^ 
assets as buildings (except certain excluded property). Excluded resources include 
home^ one car, unlicensed vehicle, life insurance policies, income-producing real 
estate, vehicle^jequired fqr employment purposes, tools and machinery, and certain 
other real or persona! property. Each sin^e, person household ^allowed up to 
$t,500 in resources. For households of two or more persons or vi(ith a member 
y age 60 or over, resources may not exceed~^,000. 
Source: U.S. Department of Agriculture^ Food and rViJtriticn>«Service. . . * 

welfare payments and, if they choose the full jnonthly allotment, 
to hav^ the stamps mailed to them. Otherwise food stamps must 
be purchased at an authorized autlet. 

Participatlng^^houfeholds are permitted to use food cgjupons to 
buy any approved fodd (or plants and seeds used io produce food 
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For a Household of — 










' 1 Person 


2 Persons 


3 Persons 


4 Persons 


5 Persons 


'6'Pei'sons 7 Persons 


8 Persons^ 






The Monthly Coupon Allotment Is — 








$46 . 


^$84, , 


$122 • 


$154 


$182 


'$210 


$238 • 


S266 








Ancf the Monthly Purchase Requirement Is — 


« 






. $190. to 209.99 


38 


50 


52 


53 


54 


55 


56 


57 




$210 to 229.99 




56 


58 ' 


59 


60- 


' fi1 


62 


63 




$230 to. 249.99 


t 




64 


65 




, Or 


68 


69 




$250 to 269.99 




64 


70 


71 ' 


\72 


73 




75 




$270 to 289.99 




64 


76 


77 


78 


79 


rJ 80 


81 . 




$290 to 309.99. 








83 


84 


85 


y 86 


87 




$31 a to 329:99 






88 , 


89 


90 


.-91 


.92 


93 




$330 to 359.99 






94 


95 


96 


97 


98 . 


99 




$360 to 389.99 






' '100 


104 


105 


106 


107 


108 




$390 to 419,99 






104 


113 


114 


115. 


116 


117 • 




$42a to 449.99 








122 


123 


124 


125 


126 




$450, to 479,99 








, 130 


, 132. 


• 13^ 


134 


•135 




^ $480 to 509,99 








130 


141 


' 142 


143 


144" 




* "$510 to. 539,99 








130 


150 


151 


15^ 


153 




$540 to 569.99 










154 


160 


161 


' 162 




5570 to 599.99 










154 


169 


170 


171 




$600' to 629;99 










154 ' 


178 


179- 


180 , 




S630 to '659,99 












178 


^188 


• 18V 




„ .$jS60_ to 68M9r_ , 
















_;-..198 




$690 to 719,99 












178 


202 


207 
















< 







$720 to 749.99 
$750 to 779.99 
$780 to .809.^9 
$810 to 839.99 
$840 to 869.99 
$870 to $99.99 



• Fore^h additional hdasehold membigr over eight, add S22.00 to the eight-person allotmeni. 
Sourct: U.S. Department of Agriculture, Food and Nutrition Service. ' 
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for personal consumption] at certified retail outlets through an 
authorized representative of the .household. Persons^ in certain 
remote *^rpas of Alaska may use food coupons to purchase hunting 
and fishjng equipment [but not firearms, ammunition, 'and'^other * 
explosives), The authorized representati\e must be able to present 
his food stamp identification c^^d and must not separate individual 
coupons from the book before time of purchase. In addition, food 
stani^js noay not be sold, given away^ or usedl' to .pay creditors. 
Changes in eligibility must be reported to, the welfare agency oper-' 
crating the food stamp program.^'' 




CHAPTER II 



^ FOOD STAMP 
PROGRAM COSTS 



The major federal outlay ia the food stamp program is the value of 
the '••bgniis*''- food stamps (that is, 'the difference between the food' 
stamp allotments and ihe purchase requirements. of participating 
households). This bonus was $2.1 biliidiiln fiscal year 1973, and ii 
is expected to exceed $3.6 billion in fiscal year 1976. Bjit m addition 

^o the federal bonus (which isk purcliasing-power transfer), -there 
are other explicit and implicit cost? of the program; 

In fiscal year 1974, federal opera.ting costs of the food stamp < 
program other than the cost of the "bon*us*' stamps were approxi- 
mately 5137 million (see Tablets), These mclyde tlxe costs of. 
administration, production and distribution, pa'rficipant certification/ 
outi^each activitiesv and employqjent registration. E?^licit federal 
operating costs, however, understate the actuat^^bperating Costs of 
the food stamp prograin.. For example, 'federal fSo^ stamp enforce- 

,,ment costs ^nd many Ibcal government costs, including certification 
and outreach projects*, are borrie by the participating'^jtfnsdictions 

' and do not appear as explicit federal operating costs. Tliese^di- 

'-tiopal federal, state, and local ^program costs are at least equal To, 
and projDably greater ffian, the explicit costs^. EstimalteTlndicate 
that state and'local food stamp operating costs were $111 million 
in 1973,' or 30 percent higher than the food stamp operating costs 
forahe fedem^government.' The total (federal and nonfederal) costs 

*bf admini^*c¥ing*the food stamp program were at least $196 million. 

_thal year (see Table 5), a. sum equaL.to approximately 9 perqent of 
; the federal bonus. Estimated total feaeral, state and localadminis- 
tralive and operatin^cosls-'for fiscal y^ear 1976 are expec^tedloTfiach 
$512 million. This amount is significantly higher than previous-^ 
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operating cost levels and represents approximately 14 percent of 
the fedetaj bonus. 

IJnforrunately there is no extensive study of the total federal and 
nonfederal c'bsl's of administering the food stamp program. All esti- 
•mates for specific local programs [whether based on the value of the 
bonus* br on Wei^e cost per household participation] yield an 
operating costf approximating 9 percent of the federal bonus. On 
the basis of studies made for 1970, it may be concluded that aaJVtraT 
local operatil^ costs (excluding cost of office space atiS^ther 
overhead costs) range from $5.00 to $10.00 per participant.- Using 
an average of these estimated per participant operating coste and 
average yearly participation, one finds nonfederal operating costs 
totalling approximately 4.5 percent of'.the federal bonus for 1970.'' 
Xonfederal costs plus explicit federal operating costs yield a figure 
equal to 9 percent of the federal bonus. More recent studies based 
on two California counties show that average per participant costs^ 
of administering Ihe food stamp program hdve increased significantly 

since 1970. In 1Q71-I8.72j average annual county operating costs 

for Humboldt County were approximately $10.00 per participant 
and for Del Norte County $19.40 per participant.* The lorvver costs 
f<?r Humboldt County may reflect scale economies in operating 
acli\ities; however, tljese economies appear to be limited since 
average operating costs in Humboldt County have been rising with 
increased participation. Whikx:ounty operating costs do itot include 
the fixed or common and -tflher overhead costs of the^food stamp 
program, they d6^ r^j^resent a laj^gg proportion of the increased food 
purehasiog po\yer. ^In Del Norte County, for example, county oper- 
ating cosl$ "amounted to 13 cems peR $1.00 of bonus food coupons. 
Operating cosTs in Hunrboldt County were lower: it took $1.08 to 
transfer 51.00 in bonus food stamps (that is, operating costs were 
.eight cents per $l.po of bonus food stamps).' ^ 

While ag^ju^at^'slate and local food stamp program costs for 
all states are not available/testimony by the .administrator o# J^^he " 
Fqod and"^NutritIon Service, U.S. Depaiimfint of Agriculture (based 
on a fiscal year 1973 study), mtfioates that in'fiscal 1973 locally borne . 
administrati\e costs" oT~lhc program exceeded those borne by the 
federal sector. Indeed, the fiscal ypar 1973 study showed state and 
'local costs at 130 percent of those far the f^de^al government.^ Thus, 
•if the administrative explicit costs^^ the federal government for 
focal years 1969-1972 represpnt a mir^imunf and the fiscal year^l973 
state and local csTimatc is used, the av^fage cost of transferring $1.00 
in additional food purchasing power \V£is $.091 on the basis of data 
for fiscal year 1969 through fiscal year 15173. Tl\is 9 percent adminis- 

\ 



Iralive and operating cost is also consistent with what was found " ^ 
the two California counties. 




Of course, total operating costs for the food stamp.prdgram vary' 
directly with the numbxjr of participants. - RecenT and suggested 
changej^in administratis procc^lures (mandatory nationwide expan- 
sion and increased ouffeach activities to widen participation) will 
raise administrative costs.' It^ fiscal year 1970 appi^oxmatejy $12.53 
was spent on producing, transferring, hnd^'redeeming bonus food 
stamps worth an average of b26.'91 to each certified participant.^ 
^ In fiscal year 1973, by which time many of the changes prescribed 
by the 1971 amendments had been instituted, it topic "$16.1 6Ja^ 
. transfer an average of $171.51 in bonus stamps to each 

This represents a 29 percent increase in average ^efST^d non- 
federal participant operating costs. ^ y 

Average participant administrative N^osts for the food stafnp 
program can be estimated if one divides ^il (federal, state and 
local] costs by participation. In fiscal year 19)><the year Jor which 
total costs are available), average yearly participant- costs were ' 
$16.16 ($196.4^,3.153 from Table 5). If these costs x^ifiain relatively 
constant from o/ie year to the next, participant or household costs 
can 1)0 estimated for other years. In fiscal yean 1972, lor example, 
yearly administrative^ household costs. Would have been $50.53 
([$16.16] [11.1 mtllion]' = $l79.4 million^ from Table^ 5 and $179.4- 
3.55 million = $50.53 'from Table XO) or $4.^1 each month. 

X addition to the direct costs of the food stamp program, there 
are the. costs qf enforcing* the act's provisions, amendments, and 
resulting administrative regulations. 'These costs are less, easily 
quantifiable thanMhose aJready calculated because the . activities 
involve separate agencies, such as the Office of the Inspector General 
of Hie U.S. Department of Agriculture, the Federal Bureau of Investi- 
gation, the Department of Juslice, and state or local law enforcement 
agencies, which.,do not include food stamp enforcement in their 
specific agency accounts. Furthermore, because the food stamp pro- 
gram involves a transfer of resources ,in the form of specific pur- 
chasing powder ("in kind"), it requires greater monitoring or enforce-, 
ment commitments than a transfer program that distributes cash, ' 
When an in-kind transfer program gives recipients more goods 
• (or specific purchxising power)' thari coulcTbe purchased with unre- 
stricted ca^h grants, there are strong incentives for the recipients 
to trade any excess, of the in-kind resource (that is, any amounts 
greater than would be chosen with equivalent incomes) for goods of 
other kinds. Suppression of this activity, which in .the case of fotJd 
stamps-has been identified as "trafficking in food coupons/' is an 
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ifficult^ ^task/* The greater the difference between the 
ai^inl ifif particip.i^f wishes to spend' on food and the total value' 
of coupons a\ailabk\^the greater the gains from exchanging food 
coupons fgr other gobd^. Trafficking may take several forms — 
sale of the coupons direVlly, sale of the pecipients' purchase authori- 
zation, or the trading of\lhe coupons for nonfood items. There is 
ittle direct evidence on liie extent of tr^afficl^ing in food stamps, 
but it is known that food s1,amps have beeivtfsed to purchase auto- 
mobiles, minibikes, auto repairs and marfjuana/'^ Furthermore, since 
foo(l stamps usually sell atJialLlJieir fa\c value/^ returns from traf- 
ficking^ could easily^^MrirporT^ organized rings handling 
hundreds of^^tlKTusauds of dollars >\yorlh of coupons. "J- 

The (^ffic(i of the Inspector General of the U.S. Department of 
AgriculUue has identified at least sixty additional problems— besides 
trafficking — in the enforcement oij^iji food stamp program. Th'ese 
include prublenii^ in participant and trade compliance; participant 
cerlifi(,ation and Tecertification, accountability, and ^curity; and 
josses^ thefts and Vountcrfeiting.'^ On the basis of a 1972 study, 
it may be^*con(.ludea that the more persistent irregularities, repre- 
senting approximately 62 percent of the tbtal reported infractions, 
are those assotJaled with trade compliance -by authorized food 
outlets.^ ^ These include sales of ineligible items, purchase of cou- 
pons for cash, and the giving of improper cash change. Another 
22 4)ercen( of the irregularities involve problemfi/of certification and^ . 
fecertification, ineligible participants, misrepresented facts, unre- 
poiled (,hanges,in status, and inadequate action on violation com- 
plaints. During the first six months of. fiscal year lOAJajL^example^ 
there were 5,208 (.laims averaging $221 earfragalnst recipients 'for 
some form of fraud in the receiving of food stamps^' Failures o[ 
'accountability in the managing of fpod coupons, including inadequate 
igv.i:ft4OTy^canlrols and irregularities in other operating procedures, 
represent approxinialely 9 percent of the. reported infractions.^^' Tl\e 
.reniaining 7 percent arc; largely made up of losses, thefts, counter- 
foiling, and inadequate security operations. 

» Individuals, especially those .who are nptl)n some other*form 
of pubU(. iissislance, and fooxl industry eslablishijients participating 
in Ihe.food stamp program also bear ciertain cpjts associated with' 
iheJood stamp program! First, participants must apply for certifi-' 
cation of eligibility for the progr«im;. and eligible'househoi^s that do 
not receive some form of public assistance must supply detailed 
"Records on their members' income, taxes, retirement payments, 
medical expiinses. child Carer'^cJhi^ation tuition and fees, disaster 
and casualty losses, alimony, rent br 'mortgage payments, utilities. 
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real and personal properly holdings and other r^sou|ces in order 



lQN})e certified for the food stamp program. Second, many parf „. 
""psjits must give up time. and incur other expenses to obtain tlurfood 
stamps at the distribution center. Third, all participants b^some 
aqlditional costs (such as costs of food sorting and credij/^ips) from 
their transactions in this "specific purchase" money. «bme of these 
costs ^ire also borne by the participating food c'^kblishnlents. In 
the 1972 California study, increased costs^ from/direct handling of 
food stamp transactions vvpre estimated*al/fi{jproximateIy\ V2 of 
1 percent of food stamp S(^les.^' / 

Food stamp transactions also increa^(^'lhe cost of food purchases 
to nonparticipating food purchaser^. .Waiting time at food check-out 
^ouhters is often significantly inatpaAed when food stamp sales are 
involved. These costs are attrib/itablp to the sorting 6l food into 
eligible i^nd 'noneligible categories, to the checking of participant 
identifiohtion. to the endorsing of Tooa\^stamps, and to issuance of 
credit slips. ^ , , „ ^ ' ;\ 

Finally, there may ^e distortions in^ other econornic activities 
resulting from the existing' method of financing the food stamp pro- 
granfi. Since revenues for any particular governmental program 
cannot be traced to a^^pedific tax, debt, 0; other revenue source, 
the costs of these distorjions cannot bb identified. In general, 
however, the finajicing of any tax-supported program burdens the 
nation with a cost from which no one gains. The taxes imposed to 
finance the subsidy cause a feallocation of resources away fxqm more 
productive uses where the tax burden is heavy to les? productive 
USPS where it is light. The result is a lower national and per capita 
income and, perhaps, a greater incidence of poverty than would 
prevail if transfers financed by taxes ^were not attempted. \ 
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CHAPTER, III 



r 



FOOD STAMP- 
PROGRAM BENEFITS 



The net benefits of the food stamp program are difficult to nTeasiire. 
Estimates of t^ benefits received by conttibutop /to the program, 
the tq^xpayers, are at best subjective valuatioijs incapable of being 
^^upported or refuted vvith existing, information and institutions. 
Benefits to food producers arid co|ts to nonparticipating food'con:' 
sumers, also hard to quantify, may be generally offsetting. If/we ~ 
. can assume that they are, we eliminate the need fqivfneasuring them 
. accurately. Benefits. io recipients are more easily estimated. 

s 

» , Recipient Benefits' .^^ 

" JDkect benedftciafies 0f4h^ food stamp program are of tvyo kinds — 

./'fegricultural producers and iitdividuals who qualify to receive stamps. 

The program's structure and magnitude, however, generally ensure 

that the benefit5>to agricultural producers are secondary: ' . ' 

' ^ -'''*■* ' , ' ^ ' 

Whatever is said about stamjTs increasing demand for farrti ^ * 

products, fhat is only incidental to what must be the pro-/ 
gram's primary justification: to increase the volume of ipod 
' , that can be purchased by low income people without Hmijr ' 
\ ing* freedom ^ selection among foods. If the program aids 
in the disposal of surpluses, it is 6nly because holders of V 
food stamps happen to choose /ta use thepi for items in \ 
surplus. If the program Stimulates use of unused agricul- 
. tural capacity, it is only because holders of food stamps ^ 
happen to. s^eR oui food items for which there is unused Z^^'^ c 
- capacity tp produce. Which ^segment of American* agricul- 

ture benefits from the food stamp plan is .a decision that 
rests in the choices of the persons^ vyho hold and spend food ^ 



slumps' .\j)rooram designed principalK to aid the agricti}- . 
turiil population would ha\e to ha\e both a good deal more 
mom^y ancf some additional builT-in assurances that/tfee 
money will fall iajhe right places,' 

A brief ^^fantr at ih^ income statistics for the agricultural sector 
'mij^hf ST em to conlrat^i?^ this analysis of the probable impact of the 
foofi stamp pro^Mm^on the agricultural population. Table 6 *hows 
that between 1%2. the \ear the pilot food stamp program began, 
and 19"'^ per capita disposable personal income for the farm popu- 
lation grew from Si .308 to S3.913. More important, the differential 
between the farm and nonfarm sectors narrowed substantially. In 
the 19G2 1973 penud. per (^apit^lisposable income of farm families 
rose from 62 pcrctnt to 93 percent of nonfarm disposable personal 
income Careful in\ c stigation of the possible causes for this improve- 
ment r£\tals that the food stamp program contributed little. Statis- 
tical tests show that o^her Variables affecting the relation between 
th» agricultural and nonagricultural sectors contributed more to 
changes in relaTTve Jncomes fhan did the changes in federaUopd 
stamp spending.- W^ien one considers that less than eleTen cents 



Table 6 

U S. PER CAPITA DISPOSABLE PERSONAL INCOME. 
FARM AND NONFARM POPULAflON, 1962-1973 



Calen 
Year 




Disposable (Personal Iricome 



Farm. 



Nomarm 



Farm Income 
as a Percent 
of Nonfarm income 



$1,308 


$2i28 , 


■ ■ r 
61,5 


1,410 


a 193 


64.3 


1,462 ' 


2,343 


62.4 


1.772 


2.481 


71.4 


1.9*85 


^,643 


75.1 


2,032 


p.791 


72.8 


2.200^ 


/2.985 


73.7 


2,406 


/ 3,169 


75.9 


2,610 


13.414 


76.4 , 


2.764 ' 


' 3.643;: 


75.9 " ^ 


3.182 


- ■ 3.847. 


82.7 


3.913 


.4,208 


. I93.O 



:>ourcc: u 6 uepartment of Agriculture. Economic Research Servio 
Sjtuation, FIS-222. July. 1973. p. 50. and'FlS-223, February 1974, p. 
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of an aWiilional dollar spent on food for home consumption becomes- 
disposa^c personal farm income and'that additional ri^jod purchasing 
power isViore often spen^ on food con\enience servib^s, the fact 
that the food stamp program does not significantly raise agricultural 
incomes is n\^t surprising.*^ The benefitSief the food stamp program 
arfi o\cr\\helmingl\ benefits recei\ed b\ participating welfare recipi- 
ents. 

To make estimates of benefits to welfare recipient ; requires 
making a number of underlying assumptions. Unlesp otherwise 
stated, it will be assumed here (1) that the food stamp program does 
not alter market prices. [2] that food stamps are no't used for nonfood 
goods or ser\ices, and (3) 4hat resale of food stamps is effectively 
prohibited. E\en if these assumptions are made, precise measure- 
ment of aggregate benefits \sj<h[ possible. Ideally, one woulcl want 
to include the real purchasing-power level of the federal bonus, the 
participant's relative subjecti\e \aluation.of eligible food items 
measured against his subjective \aluation of other goods before and 
after the transfer and the participant's rqa| income before Ihe bonus.' 
\V\crtheless. a good approximation of the value of the bonus can 
be obtained b> calculations that use nominal income, bonus, and 
current prices and that specify a representative functional relation- 
ship for the subjective value of ^^od and nonfood items. ^ 

With the necessary assumptions made, the participant's bonus 
(the difi'erence between the market \alue of the food stamps and the 
amount of the purchase requirement) can be divided into three |5arts: 
(!) a transfer in general purchasing power. (2) a transfdr in specific 
or food purchasing power, and (3) an amount which to the recipient 
measures waste (see Appendix A). The ^ansfer in genfcral purchas- 
ing power is the difi'erence between the- recipient's expenditure on 
food in the absence of the food stamp program and /the purchase 
pri*ff of the food coupons (BC in Figure A-2. Appendix/A). Since the 
monthly food stamp allotments and purchase requirements as 
dt'\ eloped in 1965 were supposed' to correspojid to thfe market price 
of a nutritious .diet and to pre\ious food expenditurds/respectively. 
no transfer in general purchasing power was intended. Specific, 
purchasing powqr is defined as the difi'erence (CD/ in Figure A-2) 
bet^xecn the recipient's subjecti\ e^ \aluation 'of the /food stamps he* 
recei\e§ (the dollar amount he -would \ oluntarily /accept in ^lace*^ 
of the bonus portion of the food stamp allotment| and- the valu^>c)f 
the general purchasing-power transfer (from the Ifood stamp pro^ 
gram). IfMhr subjecti\e \aluation placed op/6bnus food stamps is 
lower than the market \aluc of the fo6d>*tmips, thfcre is w^aste equal 
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Table 7 

BENEFITS. BY INCOME CUSS AND HOUSEHOLQ SIZE. 



MonthI/ 
Income 


* 1 nftr^nn 


Unde|$29 


$31.00(11.32) 


3.95+15.73 


$30-$39^ 


28.00(3.93) 




.7.55+16.52 


$40-$49 






8.85*f 15.04' 


$50-$69 






- \ 10.80+11.65 


$70-S99 






14.05+3,95 


S100-$149 






10.00 + 0.00 


$15(>-$2^9 


? ' • 


$250-$359 




$360-$419 




$420-$479 


\ — 


$480-$539 





^ Si^e of Bonus {Estimated Waste) 
General Purchasing Power; + Specific Purchasing Power 



2 persons 



3 persons^ 



$59.00(31.33) 
3.95 + 23.72 

56.00(18.32} 
7.55 + 30.13 

53.00(14.70) 
7.85+30.45 

49.00(10.23) 
8.80 + 29.97 

42.00(5.19) 
10.05 + 26.76' 

31.00(1.00) 
12.25 + 17.75 

20.00(0.00) 
20.00 + 0.00 



$88.00(52.29) 
^ 4.95 + 30.76 

84.00(36.53) 
7.55+39.92 

81.00(31.47) 
7.85 + 41.68' 

-76.00(25.46) 
7.80 + 42.74 

69.00(17^.17) 
9.05 + 42.78 

58.00(8.35) 
11.25 + 38.40 

36.00(0.9:4^ 
14.00 + 21.06 
' 1-8.00(0.00) 
18.00 + 0.00 



4 persons 



$108.00(68:75) 
• 4.95 + 34.30 

,t04.00(50.76) 
7.55 + 45.69 

101.00(44.86) 
7.85 + 48.29 

96.00(37.73) 
.7.80 + 50.47 

88.00(28.09) 
8.05 + 51.86-. 

77.00(16.46) 
10.25 + 50.29 

55.00(4.65) 
' 13.00 + 37.35 

30.00(0.00) 
22.65 + 7.35 

24.00(0.00) 
24.00 + 0.00 



JUNE 1972w. 



5 persons 



$128.00(85.62) 
4.95+37.43 

123.0P(66.70) 
6.55 + 49.75 

120.00(59.93) 
6.85 + 53.22 

115*00(51.66) 
6.80 + 56.54^ 

108.00(39.73) 
8.05+60.22 

95.00(26.56) 
8.25 + 60.19 

74.00(10.42) 
12.0)0+51.58 

44;00(1 .03) 
16.65+26.32 

32.00(0.00) 
.32.00 + 0.00 • 

2&.00(0.00) 
28.00 + 0.00 



Monthly ' 

income 

— 0— 



Size of Bonus (Estimated Waste) C 
General Purchasing Power + Specific Purchasing Ppwer 



6 persons 



7 persons 



8 persons 



9 pecsons 



Under $29 

S30-$39 

$40-$49 

$50-$69 

$70-399 •' 

$100-$149 

$t50-$249 

$250-$359 

$360-$419 

$420-$479 

$480-S53S 

$540 and up 



$148.CfO(1 02.80) 
4.95 + 40.25 

. 143.00^82.22) 
6.55+54.23 

14).00(74.77) 
6.85 + 58.38 

135.00(65.61) 
6.80 + 62.59 

127.00(52.87) 
. 7.05 + 67.08 

114.00(37.55) 
7.25 + 69.20 

93.00(17.75) 
11.00 + 64.25 

" 63.00(4.06) 
15.65 + 43.29 

46.00(0.09) 
26.70 + 19.21 

38.00(0.00) 
38.00 + 0.00 

. 32.00(0.00) 
32.00 + q,oo 



$164.00(116.73) 
4.95 + 42.32 

159.00(94.92) 
6.55 + 57i53 

156.06(8p.97) 
6.85+62.18 

150.00(78.06) 
5.80 + 66.14 

143.00(63.39) 
7.05 + 72.56 

129.00(47.15) 
6.25 + 75.60 

108.00(24.59) 
10.00 + 73.41 

' 78.00(7.67) 
14.65 + 55.68 

56.00(1.38) 
20.70+33.92 , 

48.00(0.00) 
32.50 + 15.50 

39.00(0.00) 
39.00 + 0.00 

,3e.00(0.00) 
36.00 + 0.00 



$180.00(130.t8) 
4.95 + 44.27 

175.00(107.83) 
6.55 + 60.62 

172.00(99.41) ^ 
6.85 + 65.74 



166.00(89.95) 
5.80 + 70^25 

'158.00(75.04).. 
6.05 + 76.91 ' 

144.00(57.29) 
' 5.25 + 81.46 

123.00(32.11) 

* 9.00 + 81.89 

93.00(12.14)' 
/^.65 + 67.21 

72.00(3:61) 
20.70 + 47.79 

64.00(0.46) 
32.50 + 31.04 

• 55.00(0.00) 
43.30 + 11.70 

42.00(0.00)' 
> 42.00 + 0.00 



$196.00(144.95; 
■ 4.95 + 46.10 

1 91 .dWl 20.92) 
6.55 j?- 63.53 

188.00(112.06) 
6.85 + 69.09 

182.00(102.07) 
5.80+74.13 

174.00(86.25) 
6.05 + 81.70 

160.00(67.25) 
5.25 + 87.50 

139.00(39.81) 
9.00 + 90.19 

109.00(17.15) 
13.65 + 78.20 

88.00(6.45) 
20.70 + 60.85 

80.00(1.83) • 
32.50 + 45.67 

• 71.00(0.07) 
43.30 + 27.63 

58.00(0.00) 
58.00 + 0.00 



CO 

o 



ERIC 



Source: See Appendix 6. 



{o the differonce between the market value and the recipients sub- 
jecti\o value of the food coupons (DE in Figure A-2). " 

To illustrate, let us consider, a^ family af four with a monthly 
disposable ii^come of S125 participating in the food stamp program 
during June 1972. Each month the family would exchange $31 for 
lood- stamps worth Si 08. receiving a bonus of S77. Budgetary 
'studies indicate that this family, if it is typical, would spend S41 25 
of Its S125 income on food in the absence of the food stamp pro- 
gram. Consequently the monthly transfer in general purchasing 
power is S10,25 (S41.25-S31.08). That is, this family would have 
spent S41.25.of its monthly income on food, but it can'now obtain 
this amount of food (ahd more) with the food stamps it purchased 
for S31.00. Consequently the family has saved SlO.25 that can be 
used to purchase anything it wishes. 

Determination of the" remaining parts of the bonus (specific 
purchasing power arid waste) requires knowledge of the subjective 
value the recipient places on the bon;js food stamps. While t4 pre- 
cise .alue cannot be found, recent advances in,eslimating^ conltimer 
preferences permit estimates of subjective valuation of specific or 
in-kind transfers.-- If the prooortion of each family's disppsable 
income spent on food (see Appepdi.x B) does not vary greatly with 
income and prices, then an estimate can be made of the subjective - 
value of the bonus food stamps by. family size and inbome. (See'' 
Appendix .B for th.e explanation of this procedure, the m^hods 
■ computation, and the indirect tests for the validity of the estimatel) 
r-'or a family of four with a monthly income of S125 in June 1972,/he 
subjective valuation (recipient benefits) .of' the $77 monthly (ood 
stamp bonus was estimated" to be $60.54. This implies that the ' 
family would rather have $60.55 in cash than the $77 food stamps- 
bonus (The family is indifferent between $60.54 in cash and the $77 
in food stamps.)'-' The specific purchasing power for this family is 
$50 29 ($60.54 -$10.25). The remainder of the bonus. $16.46 
($7/.00- $60.54). from the recipients viewpciint is waste. For this 
family, theti.-the $77 monthly food stamp bonus can be divided into 
(1) a transfer in general purchasing power of $10.25, (2) a transfer 
in specific or food purchasing power of $50.29. and (5) waste of 
$16.46 ($77.00 = $10.25 + $50.29 + $16.46). 

These amounts art> shown in Table 7, column 4. row 6. Bonus 
values: eslimales of recipient benefits (general purchasing power plus 
spentic or food purchasing power), and estimates of waste for other 
family aW.es and incomes for June 1972 are also shown there. For 
example, a family of five with an income of ai25.»(column 5. row 6) 
receives ;i monthly bonus of $95 in food stamps which it values at 
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$68.44 (S8.25 in general purchasing power plus $60.19 in specific or 
food purchasing power). /For this family the waste is $26.56^ 

An investigation of the potential benefits (food stamp bonus) 
and the actual benefits of the program reveals several interesting 
data First, participation in the food stamp program is more, closely 
related to the estimated recipient benefits than the potential benefits 
or food stamp bonus. (See Appendix B for the method of testing 
this relationship.) This outcome implies that the government could 
significantly lower program costs without lowering recipient benefits 
by giving participants a cash food allowance equal to the estimated 
benefits. Second, the bonus structure for June 1972 in Table 7 shows ^ 
a significanth smaller bonus for higher incomes thaU for lower 
incomes. On the other hand, actual benefits (from the recipient's 
viewpoint) by income class generally rise^with higher incomes, as 
shown in Table 8. This 0(^curs because participating families would 
voluntarily choose to spend more on food as their incomes rise — 
thereby reducing waste. In Table 7.^ estimated waste for a seven- 
person household declines from $116.73 in the lowest income class 
to SO.OO for a monthly income of $450. For low6r income classes,^ 



Table 8 

DISTRIBUTION OF BENEFITS AMONG FOOD STAMP 
RECIPIENTS, BY INCOME CLASS, JUNE 1972 



Monthly Income 


Mean Monthly 
Benefits* 


Percentage Increase 
in Income^ 


Under $29 


$31 


206% 


$ 30-$ 39 


35 


100 


$ 40-$ 49 


34 




$ 50-$ 69 


33 


/ 

/ 55 


$ 70-$ 99 


' .31 


36 


$100-$149 


27 


22 


$150-3249 


-42 


21 


'$250^$359 


45 t 


15 


$366-$4l9 


43 \ ' 


11 • 


$420-S479 


46 


11 


$480-$539 


52 


10 


$540 and up 


51 


9 



• Average benefits were weighted by participation in each household stze for each 
income class. 

Ba$ed on medran income in income class. 
Source: See Appendix B. ' . 
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however, monthly recipient benefits make up a significantly larger 
fraction of manthlV income than do benefits for higher income 
classes, making participation i^ the program relatively more attrac- 
tive to lower income households. Table 8 shows that, as of June 
1^972. average monthly household benefits ranged from a, high of 
206 percent for the lowest income class to 9 percent for the highest 
income cla'ss.^ 

^ Third, there is also a discernible relationship between actual 
recipient benefits and family size. Data in Table 7 show that waste 
rises as household size rises. The recipient's monthly evaluation of 
waste in the lowest income class rises from Sll.32 for a one-person 
household to Si 44.95 for a nine-person household. It may be noXed 
that average monthly benefits (weighted by participalion ior fncome 
elass and household size] were approximately S35.84 in June 1972, 
representing 82 percent of the potential rc^cipient benefits, fromj the 
average federal monthly bonus of S43.59 (see Appendix B). (The 
total average weighted monthly coupop allotment was $83.4lf) When 
this estimate of average monthly benefit is combined with the earlier 
estimate of program , costs from Chapter II, it rnay be seen that it 
took Si. 09 in &venues fqr f>ac:h Sl.OO food coupon transferred, with 
each Sl.OO food coupon \alued at an average of S.82 by the recipient. 

Looking only at t^ie distributipn of recipient benefits, we do not 
see a complete picture of participant responses to the food stamp 
program- First, existing food stamp regulations transfer both food 
coupons ind general purchasing power (equivalent fo cash) to recipi- 
ents, inasmuch as the average purchase requirement is less than food 
^expenditures in the absenca of the program. Table 7 shows that the 
transfer equivalent to c:ash is relati\ely stable among households in 
eac h income class, but ris«s significantly as incomes rise. In all cases 
the food stamp program becomes equivalent to a' pure cash transfer 
for the high(»st income classes. The a\erage attual increase in food 
intake is 72.5 pvia^ni of the bonus (that i^, the average monthly 
bc)nus is S43.59 and the averagci increased intakci from the bonus 
is S31.62). Second, the increased food intake in fact overstates the 
ability of the food stamp pfogram to augment food consumption. 
If rc>ripi(|hts were given cash instead of food coupons, they would 
voluntarily increase tht^ir food purchases by $14.38 ($43.59X0.33), 
since lip'clgetary studies indictite that food' stamp recipients spend 
approximately one^third of their incomes on food. Thus the increased 
average morflhly food intake directly attributable (o the food stamp 
program is $17.24 (S31.62- $14.38), ^ 

An indirect measure* of recipient waste may be apprpximated 
by comparing the food consumption of families using food stamps 
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with that of families not participating in the program. Since. the 
proportion of income spent on food is relati\ely stable among fami- 
lies of the same size and income, tHe proportions of income spent 
on food bv pariicipating and nonparticipating families with the 
"same" income can be directly compared. The amount spent on 
food as a proportion of all expenditures by a family jjarticipating 
in the food stamp program would be determined by calculating the 
ratio between the face value of the food stamp allotmeitt and the 
participant's monthly income plus the cash value of the bonus food 
stamps. >The resulting figure would then be compared with the food 
expenditure by a family with similar characteristics and equivalent 
income. IT, for example, a family of four with a net ac^usted 
monthly income of $300 would pay $83 for food stamps wortfii $150, 
its food consumption proportion would be .41 ($150/ $300, + $67) and 
would be compared with the actual food/expenditure ratio for a 
family having the same characteristics and monthly income of $367. 
If the food'expenditu^re ratio of the nonparticipating family is as 
great as that of the participating family, 'then the food stamp program 
is equivalent to a pure cash transfer equal to the amount of the bonus 
{that is, actual benefits in fact equal potential benefits]^ 

This procedure can "be applied to any bonulflevel. In the 
example given, the participating family^s food consumption would 
fall to .33 ($150 '$300 + Si 50) if food stamps were zero-priced. A 
comparison was made for July 1970 of aged single persons and cou- 
ples receiving Old Age Assistance (OAA) and of households of two 
and four recipients receiving Aid to Families with Dependent Chil- 
dren (AFDC).* Table 9 gives the results of that comparison for the 
fifty states and the District of Columbia. Variations among states 
rcflert differing eligibility requirements and differing publjc assis^ 
tance payments, since the nominal size of the food stamp bo'nus was 
uniform throughout the country for any given family size and 
income/ Thus in July 1970 the benefits from the food stamp pro- 
gram for a single person receiving'OAA were equivalent to a cash 
transfer of the same size in forty-one states and the District of 
Columbia, representing 76 percent of total recipients. On the other 
hand, in all states and Washington, D. C, the proportion spent on 
food consum.ption by AFDC households with four recipients was 
significantly greater for foorf stamp participa.nts than for nonpartici- 
pants with similar income and other family characteristics. Table 9 
shows that these fanylies w'ould prefer cash or zero-priced- food 
. stamps to food stamp/ with a purchase requirement, with 79 percent 
of the families indifferent between cash or zero-priced food stamps. 
Thp classification of Benefits described above and shown in Table 9, 
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'* Table 9, . 

VARIATIONS IN PUBLICi ASSiS-TA^NCE AND FOOD STAMP 
BENEFITS, JULY 1970 . 



Benefit Class ^ 



Single Person 
on OAA 



Class I: States 
where food 
stamp program 
with purchase 
requirement . 
was equivalent 
to zero>priced 
food stamps 
or cash 



All states not 
in class II and 
the District 
of Columbia 



Arkansas 

Florida 

Georgia 

Indiana 

Louisiana 

Mississippi 

Missouri 

South Carolina 

We^t Virginia 

No states 



Class II. States 
where zero- ^ 
priced food 
stamps or cash 
were preferred 
to food stamp 
'jram with 
chase 
gquirement 

Class III: States, 
where cash 
was preferred 
to both zero- 
priced food 
stamps and 
food stamps 
w,tth purchase 
requirement 



Percentage of recipients in: 
Class I 76 
.Class II 24 
Class III 0 



Couple Both AFDC Family, AFDC Family, 
on OAA 2 Recipients 4 Recipients 



Alaska 
California ' 
Colorado 
Connecticut 
'District of 

Columbia 
Hawaii 
Illinois 

Massachusetts 
Minnesota 
Nebraska ' 
Nevada 

New Hampshire 
New Jersey 
New— York « 
dhio 

Pennsylvania 
Southpakota 
Verm opt 
Waslwigton 

All states not 
in class t 



Illinois 

New Hampshire 
New Jersey* 
"New T^rk 
Pennsylvania 
South Dakota* 
Vermont 
Washington 



No states 



All states not 
in classes I 
^and II and the 
Districtvof 
Columbia 



Mo states 



Alabama 

Arkansas 

Florida 

Georgia 

Louisiana 

Mississippi 

Missouri 

Nevada 

South Carolina 



23 
77 
-0 



31 
55 
14 



« Comparison of an equivalent size grant in the form of (1) c^h, (2) zero-priced food' 
stamps, and (3) the food-stamp program in July 1970. 

Source: Malcolm Galatin, "A Comparison of the Benefit/ of the Food Stamp Pro- 
gram, Free Food Stamps and an Equivalent Cash Payn^fent, " Public Policy, vol. 21 
(Spring 1973). pp. 296-99. 
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All states not. 
in class tll and 
the District 
of Columbia 



Aiabarna 
• Arizona 
Arkansas 
Florida 
Georgia 
Indiana 
Louisiana 
Maine 

Mississippi * 

: Missouri 

'"'Nevada , 
North Carolina 
South Carolina 
Tennessee 
West Virginia 

0 

79 
21 



houVvcr. clous not (Hblingiiish ihr rt^ldlun si/.ii of bunufils in each 
class This- Unhpi'iidrnt 1970 slinr^ also indu.ci'lus that the vahiG'Of- 
the hi'iwfils fium ihr n'(,ipujnlf^'' \i[n\ point is often Jess than the 
nominat value of lhr» fenh^ral bonus. 

Other indicators also pro\ ido indirect niuasurcnients of bcne^^ 
fits' to recipients. Tor example, the Uilio cjf peak month to yxiarly 
a\erage partu ipatfun ma,\ measun' entn into and exit from the food 
stamp program, ther(4)y reflc'cting the overall level of satisfaction 
with the program.'* If program bc-nefits inciease and dropouts de- 
(reasi','lhe latip of the pi'ak month to the annual average should 
fall. (!\enluallv approaiJiing one. Available evidence, shown in 
Table a, suggests that net.benfrfits to rudpients ha\e been increasing 
sin(,e the beginning uf thi' food stamp program in l'964. Since 1964. 
benerils''lo recipients as nieftsured hy the average bonus per dollar 
pur(.hased have more than doubled— from a low of 55 cents per 
dollar of lh(^ puichasf' nuiuiremenl in/fiscal year 1967 to a high of 
137 (,ents in fisccd year 19j;4. Furthermore, recent (.hanges-allowing 
the recipient to purchase om^-fourth, orte-half. three-fourths or the 
full* mantWy aflotment permit easier conversion of the in-kind 
liiinsfcT to a'smaller but imm: valuable cash transfer by reducii^g 
waste. ^" (See Appendix A for a disc^ission of this variable purchase 
option) In June 1972 approximately 6 percent of participants used 
the variable pun base option to accjuire less thaa the full food stamp 
allotment. Conseciuently. since actual benefits have been increas- 
ing over time, the r^^iio of peak month to average participation should 
be falling. In fiscal year 1965 this ratio was 1.49. It has since fallen 
to 1.05 in fiscal year 1972, the most rec^Wyear for which information 
is a\ailajt)le. This ratio does not, however, take account of eligible 
recipients who are unaware of the program or who find the net bene- 
fits from participation to be zero or negative. 

Table 10 reveals that overall participation by eligible recipients 
in 1972 was 26 percent. J^rticipalion was highest in the poorest third 
of eligible households.'- Since the recipient's' evaluation of actual 
benefits genercdly rises as inc.omes rise, the decline in participation 
as incon^es rise is somewhat diffi^.uU to explain. But, as Table 8 
illustrates, benefits as a proportmn of family income fall significantly 
as incomes rise. Also, the value of time rises as inoomes rise and 
participation in the food stamp program is time-intensive, so that 
there may bo diminished incentives for higher-income •families to 
participate. Of course, higher-income families, because of their* 
higher incomes, may have greater .wealth than other families, whicb 
-would incriiase the probability thaf.they would be ineligible for th^' 
program. And it may be noted that smaller households with kigher 



Table 10 

distribution'of eligible households and households 
participating in the food stalvlp program, • 



BY INCOME CLASS, 1972 




Number of Households 


Percentage of 
Eligible Households 
Served by Brogram 


"Annual 

Income 


Eligible for 
programa 


Participating 
in program 


Unjder $1,000 


1,828,000 


495,895 


• 27.1, . 


$1,000-$1,999 


4,035,000 


1,420,092 


- ^ 35.2 


$2,000-$2,999 


4,231,000 


. '957,791 


22.6 


$3,000-$3,999 


1,154,000 


7 411,784 


35.7 


$4,000-$4,999 


833,000 


118fl231 


14.2 


$5,000-$5,999 


554,000 


76,317 


13.8 . 


$6,000-$9,999 


323,000 


0^60 


11.4 


J7,000-$9,999 


542,000 - 


^^7,856 


t^'7.0 ^ ' 


Total 

^ 


13,500,000 . 


3,554,826 


26,3 



•The number of eligible households is determjped by income and by household size. 
This overstates the number actually eligible since no data are available on the 
wealth of these households." 

Source: U S. DepartifneiVt of Commerce, Current Population Reports, Series P-60, 
no, 84 (July 1972), anc^ U.S. Department of Agriculture, Food and Nutrition Service. 

incomes are, no|^ fbr the food stamp program, but are not 
excluded in fhejotal numbey of U.S. households for each income 
class. 

A 1964 study of the* food stamp program in St. Louis, Missouri, 
provides some information on reasons for nonparticipation in the 
food st.ajnp program. In that survey a large percentage of respon- 
dents (28 percent] indicated they were not interested in the'program 
but gave no specific reason for their disinterest.^^ Of those wh9se 
replies involved specific objection to the program, 36 percent found 
'the coupon purchase requirement too high, 21 percent said family 
income wa? insufficient to purchase coupons' and pay other fixed 
expenses, and approximately '6 percent jjlamed restrictions on pur- 
chases. In addition, excessive fpod levels accounted for 3 percent 
of the\specific reasons fornonparticipation, and difficulties in ob- 
taining monthly, food stamp allotments accounted for 7 percent. 
Finally, a large .number of the specific responses indicated that the 
household had never heard of the^prdgram (9, percent) or was mis- 
informed about it (18 percent). 
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Estimates of recipient benefits are sensitive to the chosen initial 
assumptions, dnrf-podification of these assumptions altel'S the esti- 
mated le\el of benefits. For e:jample. if participants are able to sell 
food coupons or purc.hase prohibited food or nonfobd items with 
food stamps, their benefits will be greater than if they cannot. This 
is especially important because existing iood stamp policy allows 
participants to purchase certain nonfoocj services, including the 
convenience of shopping at convenient ^ood ^outlets and buying 
packaging and preparation services. ThU's, with his food stamps-, 
the recipient chooses higher-priced but more convenient retail food 
stores and prepared rather than unprepared foods. While these 
choices will not usually improve fo6d .nutrition (quite the contrary 
probably), they do reduce the recipient's evaluations of waste. 

Different participation preferences also yield alternative esti- 
mates of benefits to recipients. For example, if the proportion of 
additional income spent on food is 0.23 (based on other budgetary 
studies of consumption expenditures) rather than 0.33 (see note 4 
*in this chapter]^ estimated weighted actual monthly benefits for the 
S43\59 avera^l^d^^c^nthly federal bonus falT to $26.39, Using the 
0 23 figure, one^ finds that nearly half (48 percent) of all« calculated 
transfers in general purchasing power are negative. But when the 
0.33 figure is used, none of the calculated general purchasing-power.' 
transfers are negative. A negative general purchasing-power transfer 
implies that, with food stamps, the participants reduce spend[ing^n 
all nonfood goods including housing and medical care. Thus, if /tiie 
government has housing and medical care programs, the benefit 
structure of the food stamp program could hinder attempts to reach 
the objectives of such nonfood programs and could reduce overall 
general welfare, - ' / 

Of course these problems reduce the reliability of any particular 
estimate' of actual benefits to recipients. Nevertheless, the number 
of independent estimates showing that actual participant benefits 
are less than potential benefits significantly increases the likqiihood 
that there is overall Waste from the food stamp program. Further- 
more, calculated recipient benefits (shown in Table 6) are better 
indicator of individual participation than recipient bonuses (see 
Appendix B). Finally, these estimates.Jndicate that the waste ele- 
ment is relatively large, a conclusion consistent^Vith the black 
market price of food stamps. Since the Hfeck marl^et. price of food 
stamps i's^l}I)roximately 50 cents to the dpllar, food stamp partici- 
pants who 'sell food stamps must view a relatively large proportion 
of the federal bonus as w^iste.'"' Participalits selling food stamps at 
this price must subjec.tivcly value those Stamps at less than 50 



cents per coupon dollar: otherwis*e they would not exchange the 
coupons for qash. 

Indirect JSenefits ^ ^ 

I 

In addition to benefits to recipients, there may be benefits from the 
food stamp program for other members of society. Increased food 
consumption by lower-income individuals may be highly valued by 
some upper-income groups, and transfers from the higher-income 
to the lower-income groups could therefore increase overall welfare.- 
Furthermore, transfers in kind may produce greater external benefits 
than th ose produced by all equiv^^lent cash grant. This point was 
argued by Secretary of Agriculture Freeman in testimony before' the 
House Agriculture Committee in 1967. 

^ But the advantage of the food tieup is 'that they use what 
they have been spending on food, secure the stamps which 
then me^ans an additional amount — which means that .the 
money is going foU:* food. It is not going for something else. 
This is very important! very importanjt.**' 

Finally if transfers of food from taxpayers to lower-income families 
represent a public good as viewed by contributors, then all indi- 
viduals who* place a positive value on this activity may share the 
benefits of the transfer without exclusion. When recipient private 
demand for the transferred good (food) and the collective demand 
for food transfers varies indirectly with price and directly with 
income, then the optimal quantity rises with increases in income for 
either recipients or givers, .up "to the point where the incremental 
value of additional units of tlie transferred good is zero.^' Increases 
in collective demand for greater food consumption by the poor will 
increase the amount of food transferred to the poor. Moreover, the 
total food^ subsidy will also increase. jFinally, until the marginal 
value placed by food givers on recipient food consumption falls to 
zero, increased recipient' demand w^il increase the quantity of food 
transferred to recipients.'^ ^"^^ 

The food stamp program, like other public organized activities, 
presents certain' problems in organization and production. If an 
activity represents a public good but is privately financed, there will 
be an underproduction of the transfer activity because exclusion of 
noncontributors is prohibitively costly. But public sector organiza- 
tion and financing through tax ^revenues may be equally difficult. 
Under existing government institutions, the program may exist when 
the net Denefits or even the gross benefits are negative. (This is a 



consequence of the logrolling properties of the U.S. legislative 
T)ranch and is discussed in Appendix C.) 

Other theoretical problems also make difficult the determination 
of external bpnefits from the food stamp program. If there are 
external benefits from all goods consumed by an individual, it can 
\>c shown that there is no a priori case for public subsidy of any 
kind.^'* Since most of the goods and services consumed by the poor 
involve some form of public subsidy, this fact is particularly impor- 
tiint in, alN^eValuation of the external benefits of the food stamp 
program — particularly if the program involves negative general 
purchasing-power transfers that decrease the recipient's ability ta> 
purche^se "Other important goods. Finally, *one must determine the 
level of t^ixpayer objectives yielding external benefits. One of the 
major objectives of the food stamp program (assumed to be derived 
from vot^r preferences) is, improv^ent in the nutritional valiie of 
the diets of needy families.-" It is importgiit to know the extent to 
which this outcome is achieved. 

Data from studies^ of the pilot food stamp program in the early 
1960s and of participating areas in the late 1960s.,and early 1970s 
yield a mixed- picture of the improvement in the diets of needy 
families. Initial studies of two pilot projects — Detroit, Michigan, 
and Fayette Ci)Unty, Penr\sylvania — during September and. October 
1961 (when nutrition advice was provided and the use of food 
stamps was carefully policed) showed increases in total participant 
food expenditures of 34 percent and 9 percent respectively.-^ In 
Detroit, the percenttjgft o£ cfifits meeting recommended allowances 
for eight nutrients (protein, calcium, iron, vitamin thiamine, 
riboflavin, niacin, and'ascorbic acid) roSe 19 points from 29 percent 
to 48 percent (a difference which is statistically significant at the 
5 percent level). The Min in Fayette" County was somewhat lower 
(26 percent to 39 percent) and statistically insignificant at the samife 
level. Furthermore, in Fayette County the average level of protein, 
calcium, irori. thiamine, and riboflavin consumed by participants 
actually dyclined as a consequence .of reductions in milk,* milk 
products^ eggs, and^ grain products. Both areas, hov^ever, showed 
increases in food energy as a result pf increased consumption of 
sweet ^nd fatty foods. For example, in Fayette Q>vinty the average 
quantity of purchased soft drinks rose by 40 percentlj^t^ween April- 
May i961 and April-May 1962.-- Since the pilot projec^studies 
^ are Jhe only ones that show a statistically significant increase ij:i^the 
nutritional' adequacy of partjcipantgj, diets, it shoulcl be emphasised 
that these projects included an educational program . . . [which 
helpedl the participants in the wise'use of their newly-gained pur- 





chasing pQ^r in an effort to prevent the use of this buy. 
for frivolous food." 

Other studies on the relative experience of parlftipa 

Anonparficipflnts for the food distribution and food stamp programs 
in 1969-1970 generally indicat^ little improvement in diet° (see 
Appendix D).-* Between September 1969 and )anc,1970, for example, 
fantiHes that remained in the food stamp program showed. on^y a 
small improvement in diet adequacy, even when the average size of 
the federal bonus nearly doubled. Moreover, families participating 
in the food stamp program were using a large part of their increases 
in purchasing power for nonfood commodities and for purchased 
food lacking the" nutrients most needed in the, family's diet. In ' 
\ general, survey results indicated that the slightly increased food 
expenditures by families participating in the food stamp program 
were not significantly different from expenditures by nonpartlci- 
pating families. It should 'also be not^d that famihes w\^6 switche^^ 
from the food distribution program (o the food staWp program iid^' 
not improve dietary adequacy. More recently (19yl) studies for t\v^ 
California counties indicate that the food stamp program does nol 
- alter the purchasing, preferences of most recipients (72 percent). 
DtiV results instead in the purchase of larger quantities of the-same 
food jtem^.-' In the 28 percent who changed product, mix. most 
participfiits spent proportionally more on luxury or nonfood items 
such as candy and soft 'beverages.'^ A 1973 study showed that over 
one-third of the nation's counties are classified as "failure to 
counties** and 263 counties still have relatively serious hun 
problems (see Table 11).-" As shown in Upptodix D, l^unge^nd 
malnutrflion remaiji nationaLproblems^ despite federal food 
tance programs, totaling mo^e^han $4.2 })illion in fiscal yeal 
f' In sum. evidence-pn the dif^iary consequences ofihe food stamp 
program supports^the conclusion that the- putritional objectives of 
the program s/Tgs^n^Tally not being safisfied and that the program in 
fact makes Hittlc/positive contribution to diet improvement and 
appjvt-onUy >vbr^ns the diet of some food stamp r^cipteqls. Fur^ 
the/more.. since the agricultural seoj^r gajn^.iittle from the"' p?bgram. 
the primary benefits of the food stamp'^rogram are general income 
supplemejitatinn and consumption of more con\enient and palatabje, 
but not more nutritious; foods. ^N. ^ 

There arr^flftWiiional possible negative benefits^f the food sla 
program.' Past^and current eligibility requirepien 
participation by certain groups (college students^ 
strikers) that' have^low incomes during certain pe 
sumijier school vacation periodstfor teachers^ bat' 
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' Table 11 

HUNGER AND FAILURE-TO-FEED COUNTIES IN THE 
UNITED STATES, 1968 AND 1973 



State 



Hung^ 
Counti 



Alabama 
Alaska 
Arizona 
Arkansas 
California 
Coiorado 
Connecticut 
Delaware 

District of Columbia 
Florida\ 
Georgia 
Hawaii 
idabo 
lilinbis 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota f 
Mississippi 
Missouri 
Montana 
J fslebraska 
Nevada 

New Hampshire^ 
^ fslew Jersey / ■ 

New Mexico . 
/New York 

North Carolina 
^North Dakota 

Ohio 

tTklahoma 
l^nisylvania 




17 
0 

6 
0 

x2 
0 
0 
0 
*9 
50 
0 

^ 0- 

2 

0 

•0 

0 
"13 

1 

b 

0 
0 
38 ^ 
'2 
1 

. 0 

0 

0 

0 

7 

0 
28 

1 

0 

5 

0 

0 



Hunger 
1 Counties,^ 
1973 



Failure^ 
To-Feed 
Counties,*: 
1973 



3 
0 

■ 0 
28 
, 0 

0* 

0 

0 

0 
* 9 
15 

0. 

1 

2 

0 

0 

2 
14 

4 

0 

1 

' 'o' 

- 2 ■ 
3 
3 
1, 

13^ 

0 

0 

0 
•2 

a 

30 
4 
0 
1 
0 



1 

0 
7 

12 
. .6 

31 
0 
0 

.0 

fid 

-21 
0. 
22, 
:<55 
54' 
- 74 
99 
20 
2 
1 

■ 9 
' 3 
1 
47 
3 
28- 
25^ 
73, 
^^10 
0 
1 

N) 
9 
4l 
23 

17 
4 



Total 
Counties^ 



87 

'l« 

10 

75 

56 

63 

10' 

3 

1 

64 
159 

, 4 

39^ 
102 

92 

.105 
<20 

64 

16 

240 

14 

83 

85- 

81 

1153 

41 

93 

173 

16 

21 

32 

62 
100 

43 
' 88 

77 

36 



46 - 
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^Table il [continued] 



Slate 


Hunger 
Counties,* 
1968 


Hunger 
Counties,^ 
1973 


Fai(ure* 

.~-jCo unties,* 
tB73 


• 

•Total 


Rhode Island 


• 0 




0 




South Carolina 


18 ' 


1* 


5 


46 


South Dakota 


7 


9 * 


25 / 


* 47 . 


Tennessee 


, -11 


16 


'24 


95 


To/as 


55 


67 


94 


254- 


U^h 


t) 


0 


20. 


• 29 


Vermont 


0 


0 


0 


12* 


Virginia %^ 


14 


32 


65 


133' 


Washington 


0 


0 


4 


'\39 


West Virginia 


0 


0 ^ 


- D 


55 


Wisconsin 


^ 1 


0 


42' 


70 


Wyoming 


0 


6 


16 


21 


Total: all states 


• 280 


263 


1,062 


3,042i 



• Counties with 40 percent or mpijp below the income povert^JIne andtio more than 
25 percent participation in federal! tood assistance prograrrfsT 

^ Counties with 25 percent or more below the irKome poverty hne and no more than 
33.percent participation in federal food assistance programs. ' 
c Counties with less than two-lhirds of eligible poor participating m some federal 
'food assistance program. 

^ Does not Include counties with large Indian reservation populations. 

• For food program purposes. 
'Welfare districts. 

^'Includes one independent city. * . ' , - 

^^ublic assistance distrjcls. , v 

> Includes thirty-seven independent cities. * , 

i Includes forty independent cities. h 
Source: U.S. Congress. Senate. Committee ort Nutrition and Human Needs, Hunger 
—7973, 33rd Congress. 1st sessjon. May 1973. pp. 8» 10-12. 

wealth (either current or discounted future incomes). As a result of 
complaints from taxpayers, bbth college students whose parents 
claim ta^ dependency or are not eligible for food stamp benekts and" 

bleachers are no longer permitted to participate.-** E\en so, in Madi- 
son. Wisconsin, for example, 65 percent of all recipients are college 
students,-'* and strikers are still eligible for full benefits if they 
meat monthly income and asset requirements. Certain groups, such 
as the' Nati^fJat Labor-Management Foundation, have argued 4hat ' 
food stamps and other welfare payments effectively result in gov- 

'ernmental subsidies of strikes.^'* In fact, since the strikers can re- 



ERIC 



52 



57 



4 



ccivc up to 84 perceirt of. the national a\erage hourly take-home pa> 
in food stamps and other welfare benefits, the incentives for striker^ 
/ to reach early settlements is not so great as it might 6therwise be.*^) 
In the Westinghouse strike of 1970-1971. nearly all (98 percent) o 
the workers residing in Delaware County, Pennsylvania, receive! 

> -fotid stamps in January 1971.'^- During 1973, it has been estimated 
tha^ strikers collected ovfer S238 million in food stamp bonuses.*^^ 
Some strikers find welfare and food stamp benefits sufficiently 
attractive that they do not return to work after strikes are termina^^id, 
Continuous pressures to prohibit striker participation in the.pror 
gram have been unsuccessful to date."^* 1 
Another objective of the original food stamp program was to 
increase the incomes of food producers, distributors and retailers. 
Available evidence indicates that the food stamp program has been 
only partially successful in attaining these outcomes. After adjust- 
ment is made for seasonal factors, it can be determined thai sales 
in participating stores increased an a\erage of 8 percent during the 
pilot projects.'' Part of the increase is attributable to increased 

; quantities of purcl^ased food and part^o higher p.rices qf food items 
included^ la <fhe survey, prices of fifteen food groups in retail 
^tores participating in the pilot prefects were. found to have-ft^en- 
niorcjhan fbur times the national a\erage rise during the same 
time'* Approximately 8 percent of the totah sales volume involved 
Tood coupons In anothec sample where food stamps represented 
9 percent of sales volume, sales rose 7 percent when adjusted for 
-seasonal factors and short-i;un price increases averaged 3.3 percent.'^'' 
If the food stamp program continues to be expanded at its 
present rate, increases in national food sales and food prices coirid 
become substantial. Before fiscal year 1973, food coupons alu*ays 
represented less than 3 percent of national food sales. Current est!- 

../4^>L^-iodica^{e they will exceed 7 percent of total sales by fiscal 
year 1975''* This increase should produce- increases in economic 
activity for food producers anc? wholesale and retatf establishments. 
Afiypotheticaj (but characteristic) 3ituaKon calcuhated for the sTudy 
of the food siamp'grogram in Del Xorte and Huqiboldf couniies (Gali- 

* fornia] shows how a 5 perceni increase in sal^s from food coupons 
can yield a 30 percent increase in profits.*" ''•^ 

It should be recogi\ized^ that the increased benefits Jo food 
producers occTur ar* the pxpense of other producers antf of co^- 
sumers. Fi^t. a rise in food .prices reduces net benefits to food 
stamp recip>'n{s and imposes pecuniary josses on aR hiembers of 
society, including the nonparticipating poor, in .proportion to their 
food consumption. ThesG losses will, of course, be offset by lov^er" 
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prices of nonfood items, but the net effect of the two fbrcqs is 
impossible to determine.- Second, incomes of nonfood producers, 
wholesalers, and rt'tailers will fall relative to incomes in the food 
industry. 

Finally, there may be secondary benefits to taxpayers from 
increased output if malnutrition is reduced. Improved nutrition may 
significantly reduce the amount of resources needed to cure health 
problems. Since malnutritioh qan be linked to infant ^nd child 
* mortality, retardation, and other health problems, the copts of 
soKing these problems can be reduced by improvements in nutri- 
tion. \!oreQ\€r. improved learning capacity and productivity from 
reductions in malnutrition have been positively linked to national 
de\elopment and growth."*' Several studies have shown that vitamin 
and caloric supplementation of previously inadequate diets will 
increase output, improve merit score, and reduce absenteeism and 
turnover.^- Houe\er. since only a minority of low^-income persons 
had inadequajc die'ts before the food stamp program began and since 
inadequacies were also found in the diets ^fj^'arious middle- and 
upper-income groups [ranging from 31 to 22 percent through the 
various levels), income supplementation does not appear to be\the 
best path for the elimination of malnutrition.^^ 




CHAPTER IV 



ALTERNATIVES FOR 
IMPROVING NUTRITION 



Experience with the food stamp program indicates that increased 
food assistance for the needy— one of the program's major oTjjec- 
lives— has been partly achieved. In the previous chapter, however, 
a detailed analysis of this program revealed several impgrlMLpipb- 
lems lying fri the way. those who are concerned with these problems 
generally confine their solutions to expanding the participation of 
the poor, and to establishing tightesrcontrols/jover the program's 
operations. While increased resources devoted to these purposes 
may reduce hunger and malnutrition for the po^ir, few feve^sked if 
more efficient programs cQuld.be instituted^tha^vduld permit 
greater improvement in nutrition and provide savings irt federal 
outlays and in the use of 5ocial''i;espurces. ! 

The attempt to reach the yanous objectives of the food Stamp 
Act of X964 through a single program or policy instrument suggests 
.tha^t'ofie or more pf the objectives will not be fully satisfied for any 
given^ resource commitment.' It would be unlikely that we would 
find the food stamp program simultaneously providing 'the best 
agriculturaf inc9mes poli^ and the best method for reducing mal- 
nutrition amon^ the poor. Evidence strongly indicates that, for the 
most part, the objectrve of improving nutrition has not been met. 
If the nutrition objective is an important one, an alternative program 
should -be chosen. Furthermore, because food stamp recipients have 
generally used the increased food purchasing power to buy .food 
service conveniences and because, in any case, most of the retail 
food dollar goes to nonagcicuHural industries, federal expenditures 
fo*r providing bonus stamps do ifttle for agricultural income. More- 
over;, new conditions .have significantly incrpased the demand for 
agricultural products, elir^^ating idle capacity in the indilstry. Con-. 



seqirenlly, in recent years the food stamp program has simply 
increased {he oeneral cost of food ratfier than adding to output. 

When the Food Stamp Act^ was enacted in 1964. rtet farm in- 
come [including net in\entory changes] was S3,815 per, farm (1967 
dollars).- By 1973 income per farm (19G7 dollars) liad risen to 
S6.862. Even more striking has beoo the gain in farm per capita 
disposable income relative to the gain in nonform per capita dis- 
posable income. .In 1964' per capita peu:sonal disposable incomes for 
the farm population were G2 percent Of the incomes for the nonfarm 
population." In 1973 per capita? farm disposable incomes averaged^ 
S3.913 or approximately 93 percent of the disposable income re- 
ceived by the? nonfarm population.^ 

Methods for Improving Diets 

Attempts to improve nutrition may take the form of consumer edu- 
cation, increased consumer incomes, improved nutrition informa- 
tion, br lower nutrition costs. The degtee of improvement in 
nutrition brought about by higher inco^mes would, probably closely 
approximate that achieved by the food stamp program. When the 
food stamp program resulted in n higher ratio of food expenditures 
to nonfood expenditures than would have occurred with identical 
but unconstrained incomes, the food stamp recipients were found 
to select more convenient or palatable foods than they would other- 
wise 'have^selected. These foods, however, do not n"^cessarily im- 
prove overall nutrition and may actually reduce it.* A similafc degree 
of nutritional improvement could be accomplished by a purBLcash 
transfer. If such a transfer vvpuld produce results biuch. the s^me 
as those* produced bv the food program, there would be no economic 
reason for offering a separate food program. Yet, if the amount 
taxpayers are willing to t/ansfer depends on expected -recipient 
consumption and if taxpayers can be fooled by the earmarking of 
cash transfers for food, then there may be political reasons for a 
separate' in-kind transfer mechanism. 

A seconxl and more promising avenue for reducing malnutrition 
is to provide education on the value of improving nutrition as well 
as on the die^tarr value of alternative food sources (including specific 
cgmbinations of foods) and on methods of preparing foods. The 
reported success of the 1961 pilot food stamp programs may largely 
have been a consequence of Jhe educational material pxx^vided to 
program participants, 

A system requiring that standardized information be printed on 
food and fobd product ^labels is another way of providing informa- 



tion to consumers. In this w^y, the amount of . nutrients or per- 
centage of -minimum daily requirements per unit (ounce, pound, 
pint) vvould be readily available to buyers of food^ for home 
consumption. / ^ * 

^ While incomo supplementation and improved nutritional infor- 
mation cart bo expdctod to imprpve diets among the poor, the most 
effective way at this objective is to lower the cost of nutrition. 
When palatability of food is ignored, the answer to the question of 
how to obtain the lowest-cost nutritionally adequate diet comes 
dou'n to determining nutrition requirements for individuals, esti- 
• mating the nutritional elements of each food, and identifying avail- 
able foodsf^ The lowest-cost nutritionally adequate diet is deter- 
mined by minimizing total food expenditure, subject to the condition 
that the quantiiy of each nutrient shall be equal to or exceed the 
daily required amount. While the obtained solution is unique, it is 
sensitive to the chosen conditions. First, nutrition requirements va'ry 
with age. sex, weight, climate, and physical activity. For many 
nutrients, minimum requirement^r^j-e uncertain. Second, the nutri- 
; tional levels of many foods are uncertain, as ate the interrelation-^ 
ships a;inong foods. Third, the nutritional content's of individual 
foods^ jften" vary substantially. For example, the ascorbic acid 
content of 100 grams of apples varies from 21 milligrams in the 
Ontario variety to 2 milligrams in the McIntosK variety."^ Nutritional 
contents also vary with soil and weather conditions and with food 
^ preparation. Finally, (he solution Is sensitive to changes in the 
relative prices c;f foods, since most of the minimum-cost nutritious 
diets usually involve, fewer than ten different foods and the price 
^ of any one food wouldjepresent a large percentage of the total costr. 
'Solutions to all the pl-oblems except for the lagt can be attained by 
setting higher nutrition levels." The problem of changes in relative 
prtces can be overcome by new calculations or by limiting food 
selection to those foods with demonstrated price stability over .time. 

Increases Jn real income in the United States have effectively 
eliminated ^he need for recalculating the minimum. cost diet. If 
relative prices have hot changed much, some indication of a "mini- 
mum" cost diet can be obtained by multiplying the original quantities 
of faod in such a diet by today's prices. For example, the 1944 
Sligler 3.000 calorie diet (consisting of wheat and pancake flour, 
cabbage, spinach, and pork liver) could be obtained for $13,0^ a 
month {S32.91 less than the monthly allotment of $46.00) during 
July 1974 in Charlottesville, Virginia.** Introducing a p?ilatability 
constraint--for example, a constraint that foods included must be 
purchased sometime diiring the year by at least 90 percent of all 




families — raises the cosL Thus, vvilh the 1955 Smith palatable diet, 
a family of three could obtain an adequately nutritious and palatable 
diet consisting of fresh milk, picnic ham, fresh carrots, fresh pota- 
toes, white flour and oleomargarine for $67.21 a month in Char- 
lottesville, Virginia, during July 1974 (see Table 12].'^ This diet alst 
introduces minimum le\els for fat, carbohydrates and phosphorus in 
addition to the other nutritional requirements. Because this diet was 
calculated in 1955, there may be an alternative diet at lower cost 
(this would be the case if relative prices have changed]. In any 
e\ent, the cost of this diet is significantly below the monthly allot- 
ment of $118 for July 1974. 

Determination of the most economical nutritionally adequate 
diet may be necessary, but this is not sufficient for reducing malnu- 
trition of the poor. The choic e among particular forms of voluntc^ry 

MINIMUM-COST PALATABLE DIET FOR A FAMILY OF THREE 
FOR FOUR WEEKS, MAY 1955 AND JULY 1974 . 





Quantity 

(lb. per 
4'week 
%)en6d) 


Price 

($ per lb.) 


Expenditure 

($ per 4-week 
period) 


Commodity 


May 
1955 


July 
1974* 


May* 
' 1955 


July 
1974 


Milk 

Fresh, homogenized, 
plain 


139.116 


$.082 


$.199 


$ 11.41 


$ 27.68 


FSits • / * • 
Oleomargarine 


•* . . ^ 
4.373 


.240 


.390 


1.05 


1.71 


Green and yellow 
vegetables 
Fresh carrots 


6.035 


.160 


.245 


.97 ^ 


1.48 


All other vegetables 
Fresh potatoes 


83.415 


.060 


.100 


5.00 


8.34 


Pork 

Picnic ham; cured butts 


10.473 


'.341 


.990 


3,57 


r 

10.37 


Flour 
White, enriched' 


65,906 ' 


.096 


.189 


6.33 


12.46 


Total expenditure m 
four-week\period ($) 








$ 28.33 


'$ 62.04 


Total annual 
expenditure ($) 








$368.29 


$806.52 



Sources: May 1955 prices from Victor E. Smith. Electronic 
Diets (East Lansiftg. Michigan State University *Business 
July 19?4 prices from author survey of three food markets 
Retd Super Save)>in Charlottesville, Virginia, JiJly 1974. 



Computation of Human 
Studies, 1963),- p. 21; 
(Big Star, Safeway., and 
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nutrition programs is somewhat difficult since littl6 is known about 
producer and consumer responses. One method of increasing nytri-, 
tion levels is to fortify the foods 'most commonly eaten by needy 
families. However, because excess levels of some nutrients like 
iron may bo harmful, care must be taken in determining fortificatiqn 
levels. Another method of increasing nutrition levels is the introduc- 
tion of new low-cost nutritious foods for home consumption or the 
introduction of prepared meals': This latter method has been thosen 
for school children, and studies indicate that the schpol breakfast 
and lui]ch programs have been relatively successful in improving 
nutrition. Finally, naturally nutritious foods could be subsidized 
so that their marke't price would be lo*vered and consumption would 
be encouraged. 

Each way of attacking the problem of nutrition has its own set 
of problems. Nutrient fortification of commonly chosen foods, for 
^j^xjimple, probably has the lowest cost of all the methods, but it does 
not ensure that home-served meals will contain adequate nutrition. 
Moreover, new fortified food woulcrinvolve information expenses in ^ 
informing potential customers of the .fortification. Expanding the ' 
p/epared-meals programs to take in additional participants would 
also be difficult and would entail significantly higher average costs 
than the ciirre;il jprogram, inasmuch as the marginal costs of pro- 
viding prepared. iWals at schools in the current program are below 
the marginaLcosts for exp.lncjing the program to nonschool needy' 
individuals. Finally, while subsidies to reduce prices of nutritious 
foods wouktincrease consumption of those foods, there is no assur- 
ance that the groups with the highest rates of malnutrition wotild 
choose these foods to consume. 

In addition to the general difficulties of solving' the problem of 
nutrition, programs must cope wifh the wide differences hi,^the 
conditions of the poor throughout the United States. There are'.' for 
example, dif£creiiet|$ in average age and in the distribution of age, 
sex. arid family stitus oqiong localities. Moreover, differences in 
climatic concliljon/ alter nutritional requirements, and local varia- 
tions in social conditions and in food preferences^ may also be 
important. Local variations in food prieesr \yill alter the most effi- 
cient sblution to particular geographic nutrition problems. Finally, 
certain areas may hav^e' extensive locally financed government or 
nonprofit programs that would be replaced by a federal program. 
When such conditions exist., it is more likely that malnatrition wUl 
be reduced if federal programs^ directly seek particular nutritional 
ijnproATments rather than going 'indirectly through the food stamp 
program. 

' : ' ' 64 
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Local Nutrition Incentives Program 

A pdssible federal transfer program for satisfying many of these 
uondilions may be called the Local Nutrition Incentives Program 
(LNIP)." Under LNIP, federal funds for the fir/t year of the progrj^m 
would be transferred to locjilities according to the ratio of malnutri- 
tion in the community to malnutrition in the nation.^- Funds could 
be distributed to any certified organization \vhose activities raduced 
malnutrition. In the second year, some paft of available revenues 
(say 80 percent] vvoUld be transferred to localities according to this 
formula and the remaining part (say 20 percent] would be dis- 
tributed to localities according to their relative improvements in 
nutrition.^ ^ Nutritional improvements could be defined as the num- 
ber, of individuals who moved from inadequate diets to at least 
minimum nutritionally acceptable diets/* Adjustmen'ts for changes 
in the needy population would, of course, be necessary. Such 
measurements would also require an increase in the statistical activi- 
ties of the. federal government. §ince reduction of malnutrition is 
probably an increasing-cost activity (that is, costs, increase more than 
proportionally), some adjustment should be made for the percentage 
decrease in local malnutrition. The percentage of the funds devoted 
to improvement payments would be gradually increased over time. 
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CONCLUSIONS 



For over a decade the U.S. food stamp program h/s attempted to 
soFve two problems— low agriculturaK incomes ydnd malnutrition 
among the poor — with the same instrument.^ D^pite the apparent 
success of the initial pilot programs; neither gj^al'has been achieved, 
even under the current multi-bil!ion-dollap4unding levels. Mean- 

' while, agricultural incomes have increased greatly relative to urban 
incomes, bu^ for reasons having nothifj^a^^^ith foo'd stamps, and 
there is no longer a need to suppji?ment^&^ incomes. 

The failure of the food st^fp^^i^^ from the 

inability of a singl^^^gji^y-^f^ta^ solve two or more poten- . 

t^^'ly comgi^jjig-^Je^ ^ndspecificjally from the structure of 
•^^^^beBfiiUs-i^T^ 'The benefit structure has produced recipient 

valuations' of the food coupons significantly bejow the market values 
of the in-kind transfers. * So^ie^^SlJUiia^^ (discussed in Chapter III) 
indicate that the average household' receiving food itamps values 

Jhei^t approximat^l5^82 percent of their market value. When 
recipient valuation tjfthe in-kind transfer is below the market price, 
'the program generates waste (18 percent of the transfer in this case). 
Participants will then attempt^to reduce waste by purchasing con- 
venience in specially prepared foods, Jby purchasing foods in the 
high-prite, service-oriented stores, by choosihg more palatable foods 
Which are not .necessafily^as nutritious as those they would ather- 

"wise choose,, or by illegally trading food stamps for other goods "or 
cash. Even increased levels of food consumption have apparently 
filled ta make significant nutfitional improvements in.parjticipants' 
^ diets; , ' ' ^ ' 

Nfirfimum estimates of the administrative costs of local, state 
. _ and federal ad^inistj^ation of the food stamp prpgfam place those. 




costs at approximately 9 percent of the total federal bonus of addi- 
tional food purchasing power (discussed in Chapter II). Certain 
costs, such as local and state overhead or fixed costs and enforce- 
ment costs, are omitted from this estimate. "Finally, participant costs 
of obtaining and using food stamps, as well as the costs^ non^ 
participants who must wait in the retail store check-out Ihles while 
the foqd is sorted, are also ignored. / 

The major findings of this study should be disconyfrting both to 
taxpa-yers and to food stamp recipients. Estimated a/erage monthly 
administrative t.osts were $4.21 per household in 1^72 (discussed in 
Chapter II). When combined with average*recipient waste, the total 
monthly costs of the distortion of food consumption becomes $11.96 
per household. - Because food stamp Tegulc^tions effectively transfer 
general purchasing power (equivalent to cash) and because recipients 
would purchase some additional food if given cash instead of food 
stamps, increased food intake amounts to only $17.24 a month 
(discussed in Chapter III). ^ 

There also appears to be considerable doubt on the value of 
external benefits to taxpayers w^ho are concerned with increasing 
agricultural income and improving fhe»'nutritional adequacy of diets, 
for the poor. The food stamp program has generally failed to meet 
its ot)jtfcti\o of agricultutal income supplementation. While the 
program "ha§ increased food sales and food prices (discussed in 
Chapter III); little of this fncreaso has flowed through to low-income 
farmers. The receijpt j:ise in agricultural incomes to levels approach- 
ing .those in 'the nonagricultural sectors of the economy stems from 
other forces, such' as higher food demand and prices in the world 
market, rathor'than the federal food stamp program. 

The problfni of agricultural income supplementation may have 
bt^en solved by changifig domestic and fpreign food demand, but the 
problem of malnutrition remains. In some cases, nutrition may bj3 
hindered rather than helped by the food stamp program. Recipients 
are able^o substitute more palatable or nipre conveniently packaged 
foods, such as steak or prepared dinners, for cheaper (but not neces;^^ 
sarily less nutritious) foods. The presence "of malnutrition among 
fanjilies well above the poverty line clearly indic^ites that incorpe 
supplementation in the form of food stamps vvilK^not automatically 
eliminate malnutrition. 

If problem's of malnutrition are to be reduced, an' alternative^ 
solution appears to be necessary. Food labeling and educational 
programs may be helpful. But thpse. answers ii^ay fail to provide 
the flexibility necessary for solving nutrition problemSr since solu- 
tions for malnutrition vary substantially from region to region. The 



effectiveness of federal nutrition efforts would be maximized by a 
program that transferred funds to local communities and rewarded 
nutritional improvements (discussed in Chapter IV]. In addition, 
there is some evidence that (1) participation by certain gj'oups of the 
population, such as strikers, and (2) the selling of fo'^^d coupons 
produce negative benefits to taxpayers. Finally, the existing govern- 
mental structure for determining federal programs may permit the 
establishment of.a progiam that has negative net benefits (discussed 
in Appendix C), . / ' 

Overall, the food stamp program has failed to serve its twin 
objectives of improving^nutrition among the poor and supplementing 
agricultural incomes, despite the tremendous growth in funding over 
the past decade. Nor does the program supplement incoijLe^ffi. 
ciently, since the governmenft spends in excpss of $1.03^1o provide 
SI 00 in supph^mentary in-kihd (food) income which the recipients 
valui^ at 82 cents. If the started objectives of the program are 
important, then the foo*a stanffp program must be replaced with 
programs that are more effective. Even if it is not replaced, if mig^^ 
He abolished on 'the grourids that it fails to satisfy the objective/of 
the enabling legislatian amended, i : 
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APPENDIX A: ECONOMICS OF FOOD STAMP^NEFTTS • 
AND PARTICIPATION' 

This appendix gives a geometric inte^eUtion ol food^mp partici- 
pation and nonparticipation and identifies theT)enefit Jfc pre recipi- 
ents. Figure A-1 represents alte rnativ e f^^ly preference functions 
for food and nonfood commodities. Th^^preferences are shown 




b\ the cunes ST. "S., S ,, ct cett?rar\\hich dt^pMct \arious combinations 
of food and nonfood commodities that \ield the sami? amou'nl^'oT' 
satisfaction|Or utiiit\ to (he famil\. The shape of the utility curve 
reflects a («iViil\'s willingness to gi\e up some food (nonfood) com- 

Vmodities to (1»!ain mure of nonfood {food) commodities. The precise 
amount each \niil\ is uiiling to ^i\e up depends on the personal 
\aluatioaof food and nonfood commodities and \aries in an in\erse 
proportion to the amount of the commodit\ a\ailable for consurap- 
, tion. For an\ famil> the lower the amount of food consumed the 
higher Js the personal \aluation of food. Xot all families ha\e 
identical taste-s. Some eligible |families place a relatively . low\ 
. personal \aluatiun on food and are willing to gi\e up large amounts 
of food to obtain small incrcmt nts of nonfood commodities. Families 
with these ta§tes would ha\t' equal satisfaction (utilit\) combina- 
tions of food and' jibafoud.commuditie5> such as are r^resen^ed by 
Si in Figure A-l bljier famflk-s with a relali\ely high preference 
for food commodities would \[a\'e equal satisfaction combinations 
of food and nonfood /.ohimoditit a such as are represented by The 
' mai(^t\ of eligiblf families is likely Vr fall somewhefe between 
fhest' two exfrt-mt^s and woiild ha\e equal utility comSina tions of 
food and nonfood comrnothtit s such as are re^Jresented by Sj. In the 
" absent e of a food stamp program, the family chooses the Combina- 
^ . tion of food and nonfood commoditit s that makes its relative prefer- 
t*nce for these two goods cquaPto t^change opportunities gi\en to 
H by the relati\e prices in the market. In' Figure .Vl participants 
with preferences represented b\ Si would. choose OA units of food > 
hmi pM units of Bonfooff commodities when the relative price of ; 
food is OX OG. Families with ^preferences represented fay S- would 1 
rhoose OC units of foqcl^ajid O/ units of'nonfood commodities, and 
those whose tastes are represented b\ S' would choose OF (food) ! 
and Of (nonfood) respectively. 

A food stamp program with a purchase requirement (and no 
\ariafale purchase optjons) can be shown to consfel- of the' purchase 
- ^ recjuirement K\ [or. O.V- OK) if valued at nonfood prices and OB 
if \alued at fpoci jKijOjs^In exchange ^he recipient* recei\ es food" 
•stamps capable oS^ircrhasing OE units of food corrihioditics. In this 
figure ihe food stnmp bomis or transfer is BE [or OEtOB]. In the 
abstnce of \ a nlibrt purchase options, eligible recipients with prefer , 
enccs for food anciV(ipnfo6d commodities* represented iy. Si would 
<j not participate in* theiforfstgmp program. *• ♦ * 
. ^ This can be^^^en^bwa comparisjf^ of the le\el of satisfaction-. 

(Si) attained in the abst-Ksf of the food stamj;rprogrxim with the* 
le\el of satisfac^tion attainecl by--Rarticipation in the program. In 

7a . • ^' ' 




Figure A-1. Si ie above the level of satisfaction that contains OE 
units of food and OK units of nonfood commodities. Eligible recipi- 
ents who \alu^ food commodities very highh may find the federal 
food coupon bonus equivalent to a cash transfer^and purchase 
additional units of food For example, in Figure A-1 eligible recipi- 
ents With tastes represented by S, would participate in ihe food 
stam^ program, moving to a higher level of satisfaction 5/ and 
-4>urchasing more food than the> did before the\ v\ere in the program. 
FinalTX. most eligible recipients\vith preferences lying between thes^^ 
two e\trt^mes will participate in the program because if permits 
i^onsumption of a higher-valued combination of food and nonfood 
commodities, but would prefer receiving a cash transfer representing 
the same federal expenditure to receiving the food coupons. In. the 
^absence of the program these recipients would consume OC units of^ 
food and 0/ units of nonfood commodities. The federal food, stamp, 
bonus permits thc^consumption of OE food arid OK nonfood com- 
rpodities. valued at S/. a level of satisfaction higher than Sj. A cash 
transfer equal [o the bonus, however, would allow the participant 
lo subsllfule XL (of OL-VK] units' oT nonfood commodities Tor UE 
(or OE-OD] units of food and 'attain a higher level of utility or 
satisfaction al S/. . 

One can also analyze the consequences of a variable purchase 
option where participants may elect t6 select some fraction of the 
monthh food stamp allotment. The current food stamp program 
. allows recipients to purchase one-fourth, one-half, or 4hree-fourths 
of tht' monthly coupon* allotment. These variable purchase ojT^lipns' 
arc shown in Figure A-1. fE^ch variable purchase option also permits 
the recipient to.bu\ more than the chosen fractional allotment.] 
With' variable purchase, some individuals who otherwise would not 
partif ipatc ma> find participation advantageous and join the program. 
In Figure A-1, families who have preferences represented by Si and 
who did not participate when the full allotment was required, would 
choose the variable purchase option with one-fourth of the total 
allotment and increase their satisfaction to S/r These recipients 
would still prtfer. however, an equivalent cash transfer permitting 
the higher iitilitv level Si". Those families with tastes represented 
b\ .S. ma> not find the current variable purchase option useful" in 

^ reaching higher satisfacti()n (see Figure A-1). ' ^ 

The federal food coupon bonus. BE, for individuals with prefer- 

1 -enccs rx^p'resented by S. in Figure A#2 is divisible into (1) a tj;ansfer 
^ in general purchasing power. (2) a transfer in specific (food) pur- 
• chasing power, and (3) waste. These amounts, are BC (or OC-OB\, 
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' Figure A-2 
DISTRIBUTION OF RECIPIENT BENEFITS 



Variable purchase option 



x> 
o 
o 

o 
z 




Food 

CD (or OD-OCl and •DE (or OE-OD] respectively, multiplied by 
the price of food One finds the transfer in general purchasing power 
by taking the difference between the purchase requiremertt and the 
amount spent on food in the absence of the food program. To obtain 
Mhe transfer in^specific purchasing power one must determine a cash 
subsidy equivalent to the subjective valuation* of the bonus food 
stamps. This means one must find the amount of cash necessary for 
the recipient to be left at the same level of satisfaction given by the 
food stamp bonus, S^. In Figure A-2. this amount is BD (or OD- OB). 
The difference between the subjective valuation of the food stamp 
bnniis and the general purchasing-power transfer is the specific or 
food purchasing-power transfer. The specific purchasingiiower 
transfer is CD (or OD-OC], and the remaining portion of the^onus 
DE (or OE-OD) is waste. Through variable purchase options.lsuch 
as those currently offered under the food stamp program, waste and 
federal program costs can be* reduced (since the bonus falls to AD, 
which is three-fourths of BE), while benefits rise. This An be 



checked by calculation of the transfer in general purchasing power, 
the transfer of specific purchasing power, and the waste occurring 
when the recipient increases satisfaction b> ;no\ing to S/ with OD 
uniteLQfJood and OL units of nonfood commodities under the variable 
purchase^f^ion/ 
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APPENDIX B: ESTIMATING PARTICIPANT BENEFITS 

Esymated values of the distribution of the food stamp bonus into 
general purchasing power, specific purchasing power, and waste 
were determined by a solution of the following equpjions; 

Bonus = (monthly food allotment) (monthly purchase, re- 
-qyirement) ^ ' ^ . / ' 

general purchasing power = (monthly food expenditure in 
absence of food stamp program .participation) - (monthly 
purchase requirement) 

Specific purchasing power = (recipient's benefits or valua- * / 
tion of the bonus fo^d stamps^ - (general purchasing power] 
Waste = (bonus) - [(general purchasing power) -f (specific 
purchasing power)] j ^ 

Monthly food allotments and pilrchase requirements were obtained 
from the Food and Nutrition Service. United States Department of 
Agriculture. The amount of monthly food expenditures in the 
absence df food stamp prograni participati^m-swas determined by 
multiplication of participant income (calculated^aLthe midpoint 
of the income class) by the fraction (p] spent on food (determined 
from budgetary studies). The valuation of the food coupons by 
participants is significantlyumore difficult to estimate, but if the^ * 
proportion spejjt on food in "the .absence of a food stamp^ program , 
is constanfamong eligible households, if marlcet prices are relatively 
constant, and if the household's utility function is representative of 
the individuals comprising it, then benefits can be estimated by a 
Cobb'Douglas utility function of the following formr 



Recipient's benefits - 

monthly \p / monthly monthly A w 

food I / disposable - purchase I \ ■ _ mpntffly 
allotment I 1 income requirement J disposable 

V~l ' \~ 1-p / ■ ■ 

Benefits were calculated for^ne-person through nine-person house- 
holds in eacK income class with |he use of Food and Nutrition Ser- 
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vitre data for June 1972 and a value of 0.33 for p. The results are 
reported in Table 6. In Table 7, the benefits fcM^4>ach income class 
were determined by a weighting of the ben^fiff to each household 
sjze through participation. Overall benegtS are a weighted average 
(based on participation] of benefits for all incomes and^ household 
sizes. Average monthly allotment was determii^ed by a multiplica- 
tion of the allotment for each household size by participation, a 
summing ovex all income classes, and di\ision of the sum by the 
total number of participants. 

An indication of the overall reliability of estijnates of benefits to 
recipients of the food stamp program is provided by an indirect 'test 
vvhelherihe bonus or the recipient benefits make a better predictor 
of ^{>articipation by eligible households. The probability of partici-.^ 
^pation by any eligible household is postulated to he 

Hp = 9iBi -r 0jB^ where ffp = probability of participation 

by eligible recipient; 
Hu : 9i > 0 and 0j = 0 ; Bi = -TecipjentN^ 
f/i : Oi = 0 and 0_. > 0 Bj = calculated recipient benefi\s. 

Number of participants in the food stamp program and the^iumbers 
of households Eligible were obtained from the Food and Nutrition 
Servic(x, US Department of Agricuhure, and the U.S. Department of 
Commerce, respectively. Bonuses and benefits for each household 
are given in Table 6. Chapter III. Calculated results using ordinary 
* least squares regression (with t statistics below the estimated, coeffi- 
cient) are: 

^ Hp = - .00084Br-l- .01158B2 

. , (.-0.51) M + 4.61) 

* F.i.3i» = 27.04 

It appears that one must accept the alternative hypothesis that the ^ 
bonus does not. and calculated benefits to recipients do, explain 
participation in the program. 

\ ■ ■ 



75 



72 



er|c 



APPENDJX C: PUBLIC jpROGRAMS AND . ' 
GOVERNMENTAL FINANCING 

This^pp^dix discusses certain consequences of the logrolling pro- 
cess-kfgovecnnient. Consider the hypothetical demands /or four 
public programs by jive different groups as illustrated in Table* C-1. 
Total program .benefits, costs, and net benefits are given for each 
program. The total benefits from Program 1 are $40.5 billion and the 
total , costs 'S28.0 billion, yielding a .net benefit of $12.5 billion. Jf 
price discrimination (the charging of different prices for the same 



, V . : . — Table C-i ^' 
BENEFITS, COSTS, AND NEtWnEFITS FOR PROGRAMS 
WITH THE PUBLIC GOOD CHARACTERISTIC 
($ in billions) 





Program 1 


Program 2 


Pfogram 3 


Program 4 


Totar 


Benefits 


' 7.5 . 










Group A 


3.0 


8.0 


-1.5 




Gro"-^ H 


' " B.O 


12.0 


2.0 


3.0 


. 25.ff 


'Group Q 


• ' ' 7.5 


3.0 


11.5 


-2.5 


19.5 


, Group D 


12.0 


-1.5 . 


6.0 


0.0 


16.5 


Group E 


5.5 


7.5 


5.0 


-1.0 


17.0- 


Total ' 


40.5 


24.0 


32.5 . 


-2.0 ' 


95.0 


Total costs 


28.0 


15.0 


33.0 

r 


' 3.0^'' 


^79.0 


N6t benefits 


12.5 


-9.0 ' 


-0.5 


-5.0 


16.0 


Individual prograjns 










Majority 


9.5 
(37.5-28.0) 


-0.0 
(15.0-15.0) 


-3.0 
(30.0-33.0) . 






UnanijnjtV 


-0.5 
(27.5-28:0) 
• • 


-15.0 
(0-15.0) 


-23.0 
(10^0-33.0) 


^ (0-3.0) 




A!^ prog'rams 


(16.4X5) 


-Wo +15.0 + 33.0 + 3.0) 


= 3.0 





Note; Program benefits represent the point where marginal program benefits equal 
marginal progrs^ costs. ^' - 
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program) were pcrmilled and oxcldsion of noncontributors were 
possible, this program could bo provided without governmental 
action because net benefits are $12.5 billion. Program 2 [with $9.0 
billion in net benefits) would also be produced without governmental 
action if the same assumptions held. Because the net benefits of 
Programs 3 and 4 are negative, they, would not be produced by 
^ nongovernmental organizations. Different assumptions would pro- 
* duce different outcomes. For examplg, if exclusion is possible but 
price discrimination i^ not, Program 1 would be provided, but 
Programs 2, 3. and 4 would not be provided. A contribution of 
J7.5 billion each from groups A. B, C and D would provide revenues 
of $30.0 billion, yielding a producer's surplus of $2.0 billion if the 
producer chose the optimal output. 



orally alter outcomes. Supp.ose governr5.ental institutions are de- 
signed in such a way that all groups must participate if a program 
is to be provided, but public programs do not permit tax drscrimi- 
nation (tfet is. .individuals with the same taxable income must pay 
the same tax). II the provision for each program were made sepa- 
rately but unanimity were required for passage, none of the pro- 

'^grams would be provided inasmuch as the available total revenues 
foa- Programs 1 through 4 are -$0.5, -$15.0. -$23.0 and -$3.0 

J)illion rcspeTtively. If, however, a majority vote were required for 

'nassagc, then Program 1 would be produced because each of the 
fi^*e groups would be taxed $7.5 billion and total ^ogram costs are 

^^only $28.0 billion. If all four progrjnms were simultaneously offered 
^o the groups for $16.4 billion ea^^h and the groups were required to 
Accept four progranYs or none, then both a majority vote and a pro- 
vision for unanimity would produce the same outcome: all four 
programs would be provided. Because each group values the total of 
all four programs in excess of $16.4 billion, the groups would all 
vote to provide the entire pj^ckage even Ihough the net benefits of 
Programs 3, and 4> (and [hi^ gross benefits for Program 4) were 
^egative. 

Since this set of assumptions (individuals do not vote on each 
program, outcomes are decided by majority rule, and price" discrimi- 
nation is prohibitecny^rosely approximates the fact^of 'the current 
situation, one c^iyfoi be certain that any particular program js 
unlike Program 3 or Program 4. in the example. , 
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APPENDIX D: STUDIES OF FOOD NUTRITION 



Despite a number of studies of hunger and malnutrition in the United 
Slates, precise information on the nature and magnitude of the 
problem is lacking. The Ten-State Nutrition Survey (the mrgest. 
U^S. nutrition survey] warns that the population studied \yas not 
representative and survey findings cannot be extrapolated \to the 
general population. Moreover, it is extremely difficirft (even assum- 
ing for the moment that the technical problems of measurement, 
nutritional interrelationships and human reactions can^be solved) 
to clarify the relationships between nutritious diets and'bther vari- 
ables. There are differences in household' diets as' the result of 
nutritional information, homemaker education, geographic location, 
climate, popuj^iimi density, ethnic background, age distribution, 
activity lev'els, income and other variables.' o 

Education usually, but not always, increases dietary adequacy.- 
Higher incomes seem to be accompanied by more nutritious diets. 
For example. Figure D-1 shows that in 1965 the proportion of house- 
holds that met recommended ^allowances for sevefi nutrients rose 
from 37 percent for incomes under $3,000 to 63 percent for incomes 
$10,000 or over. Nevertheless, when average income rises, it is 
possible that overall dietary quality will fall. Only 50 percent of all 
households consumed the recommended allowances for seven nutri- 
ents in 1965, a full 10 percent lower than in^l955, despite a 25 perc^nT 
rise in per capita real disposable income betwe*en 1955 and 19'65.^ 
Also the number of poor diets (diets with less thaij^two-^Kirds 
allowange for one to seven nutrients] rose from 15 percent in 1955 
Jo 21 percent in 19DSv^The decline in overall dietary ade'quacy from 
1955 to. 1965 can be attributed to decreased* use. of milk and nxilk 
products, flour and cereals, and vegetables and fruit and increa^sed 
use of bakery products.* More recent informafion rncficates that thfe 
trend evident from 1955 to 1965 has not reversed. For.exan^ple, both 
young children, (one to three years) and teenagers (twelVe through 
fourteen) had average Ipwer nutrition intakes of calories* protein^ 
pplcium, "vitamin^A, and*^ riboflavin in 1968-1970' fhan* in 1965.'' 
Finally, even under the most controUal^le situations, malnutrilign 



Figure 

INCOME AND QUALITY OF DIETS 

(Nationwide Household Fopd Consumption Survey, Spring 1965) 



Good diets 



Poor diets ^ 



Under S3.000 



S3.000 - S4,999 



S5.000 ' S6,999 

. ' ^ \ 
S7.000 - S?,995 

'$10,000 and over' 




» Met recommended dietary allowance for seven nutrients 
t> Had less than two-thirds allowance for on^to seven nutrients 
Source- U S Congress Senate. Select Committee on Nutrition and Human Needs. 
Pbverty: Malnutrition, and Federal FoocT'Assistanc.e Programs A Statisttcal Sum- 
mary. Septemfefi£=*96$y p " 



can be a serious problem. Ev idence suggest^hat malnutrition among . 
hospilidized. pallents undor physician .carets ^^one of the most 
serioils njilritionar problems of our time,."" Although the nation is 
spend in^Sntw for/ood, nutrition does ^ol appear to be improving^ ^ 
significantly, . : - « . . 

Recent nutritional outcome of thejood ^tamp pr.ogram appears 
[p be equally poor (see» Table D-1). When ih^'butcome i^ adjusted fox 
other variables, the only factor that syslemat/cftily appears to 
improve diets is a program of nutrition educatioji (income is some- 
limes a signifif,anl variable but is highly correlated viith education)^ 
In fact, evidence suggests thai food stamp recipients .spend a goqd 
portion of^their increased "/ood purchasing power^'vfor more p^la- 
. table or 'n]or^, conveniently {fSckaged fobds.' In one study, food 
stamp participants were fount!* to choose relatively more processed* ^ 
meat (24 percejit of total rtjeat purchase^) and prepared dinner aj^s-- 
(5 percent of totcij^fodd ejcpendituresj tTian nonparticipants (vyho 



, Table D-1 

RECENT STUDIES OF NUTRITION FOR FOOD 5TAMP 
PARTICIPANTS AND NONRARTICIPANTS, 1972-1973 



Location of Study 

Central Pennsylvania 

* 

North Carolina 
* 

Northern California 
United States 



Major Findings 



Fariiilies in the food stamp program between 
196^and 1970 had only a small Improvement In 
dietary adequacy, which was not' significant in 
one of the two rur^l areas studied. 

Multiple regression results show that the food 
stamp program does not significantly improve^ 
nutrient* Intake, but that incorhe and bom^- 
maker's education level both^ contribute to im- 
proved ^diets. . ^ . 

Increased food purchasing power increased 
food expenditure, but did hot alter overall prod- 
uct mix among participants and nonpartlcipants. 

Average servings of rhilk, m'eat, fcuit and vege- 
tables, and bread-and cereal w^ere approximately 
equal for food stamp- participants and nogpar- 
ticipants in the Food and Nutcition £ducation • 

; ^ ' prograrn, despite high^ ihcomes for fgodTtaffl^^ 

participants.- /• 
^ , _ ^ ^ ^^^^ — 

Sources: J. Patrick Madden and Marion D. Yoder. Program Eveiluation: Food Stamps 
and Commodity Distribution in Rural Areas of Central Pennsylvania *{ijT\iw^rs\iy Park, 
.Penn : Pennsylvania State University, June 1972), Dale M. hloqver^'anjJ James K. 
Whrtfcaker, Regression Analysis of tfie l^orth Carolina Nutrition Survey Data: Some 
Problems and Tentative Findings {Raleigh, N.C.: Institute of Statistics. North Carolina 
State University, December 1972). S. H. Logan and D. B. DeLoach. T^e f'god Stamp 
Program^ Del North and Humbojdt Counties, Califprnia (Davis, .Calif.,' California 
Agricultural Experiment Station, 1973), and J. Gerald Feaster and Garey B. Perkins. 
Families in th^ Expanded Food and Nutrition Educaiion Program: Comparison of 
Food Starnp and Food DistrWutior{ Program Rarticipants and Nonparticipants, 
^y^grJculti^^l Economic Report No. 2^6, September ^973. ^ y 

/ • • " ' ' : y 

spejit 18 pcrcontpof their meal Budget (5u processed meat and 3jier- 
ccni of their total food purchases on prepared dinnec aids)^ Iji sum, 
nutrition in the United Sta-les does not 'appear to hxtve-iJeen improv- 
ing in rrcrnt yoars^ifnd JncreascH use of food sfa^ps will not neces- 
,sarily lei\^Js3r^rtnpT0y/ement , : ^ ^ ' \ • 
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NOTES TO CHAPTER III 



' Sterner. -Store of \\>]for**p 202. . . 

-^Tn test the h>pothesis that the food stamp program*: contributed to the 
Tmpro.i n{ in agricultural disposable -incomes, a [inear regression. specif>ing 
rt Wt;*. p farm income as a function of the food ^amp bonus and al! othor van- 
abies (rcpres/»nted b> Cime and a cpnstanj term}, was .formed^. : .. ^ 



H = o O n f),T 



>f 



•> 0. o > 
>0. n 



0 and : 
0. and 



\Chere H = Per capita^isposal farhi income 
as a percent of nonfarm income* 



O B P Total federal bonus • 

- * ' T = Time Z ' 

f Jtculated results for lft62 through 1973 indicate th^fS([ifc federal bpnus \ariabiev 
IS not significanth difft rer\t from zero. . The' regSfcsionSs^sults (uilh t statistics 
. beic^u.thfi estimaftd coeflrcjenfej'are 



n r 




.0014B -r 3,96T 
f0 51)> (3.20) 




C^nnsrqurnfK j^r 
rxpjain the rtnjniu- 




federal food stamp bonus* does nol and other .variables do 
■ impro\cmorft in per capita persona] dj^^fo^ble f^cm income. 
Calculations for 19~0 through 1972 show that ICS perceftv^of th<i' dollars 
spent for bomc^food consumptioo reach the agnculturtai. sector as*ntt income, 
see US Deparlmcq! ot Agriculture. Economic Research Service. Faim /noomc 
Situation, FIS-222. JuK 1973, p. 2, and Food Consumption. Fc/tci. K.xpyiditufes^. 
Siipplemcui /ur J972.' Agricultural Ej(viomic Report I^o.',138. 1973. p^8. ♦ ' 
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SpUmj Commi'tr't on Nu'rjiion and Human Nerds Hei.nr^s iju Fodt^rid Footl 
pTO^rcms^VCi ^^rd (.un^resK Ut session \-j<ii,si 28 19" J pt J p 342 

* See John Kraft and Edgpr O Olst-n.* ' The Distribution oi Brnefits from 
i*jblir. HousiHii in /;* DisJri/jjit/or K* umuu* Wt'll-Har., sTudn-s in Income 
and Wealth \o\ 41 ,Neu York Nattonar tJurrau of F.tonomic Htsearth forth- 
cornins?;. for an example of ^hi^ method applied to p^^Iit\ho<usm«f: 



An indirect lest of the estimated sub|t'cti\e \alue o;\he bonus stamp-> 



iirany Free Food Stamps and Fquiv aIeij::-G?i5h Pa>ment Puhhc. Pt)lif \ , \o\ 21 

.Spring 10-3^ p'p 2'n 302. ' ' | i 

^ No ad^ystm^ nt^s. houeCer uere made for differences m the costs of h\ing 
among the states 

''This raiiQ ma\ also reflect st* adih increasing participation throughout 
rht >t ar— iinph ing that Hetember uas aUva\s tht- peak month Othrr evidence 
su<;*»ests that fhis is not ^ilw a> s^the case, - t 

'"Oi g&urse. thf participant c6uld airpro^.imate,tK^«rkble purchase option 
b\ b.uun^fie full food stamp allotment in some mortths and not m others. 
Purchases e\er\ uiher month would \ield the same amount of stamps as- the 
current on'e-halT .^illolment option TTo\\<^\er. since "t^ie co^ts__fjr^this option 
lespecialh foregone interest^ are probabK higher for the poor than arc the 
casts of the variable purchase option, this course of action is unlikeh. 

rS Congress. House of Representati\es. Subcommittee on .Agriculture- 
Fnuronmental and Consumer Protection, ffeoriiigs on Appropnc/tions for 
Fisu.l Veor 1974, pt 2. p. 645 ' ^ 

^- A stud> of public housing shows that the number of household's benefit- 
ing frooL the govcrnmintdl subsidy is highest in the middle third of eligible 
households, see Kraft and Ol^'n. Benefits from Public Housmg " / 

^^l*S. Congress. Senate Select Committee on Nutrition and ifuman .Needs, 
//carinas on Nutrition and Uunum Needs, 90lh Congress, 2d session, Januar\ '8. 
9. and 10 1969. pt. '2. p. 414- ' ' , 

^*'See Edgar K Brp\%nmg. ' The .Diagrammatic AnaUsis of Multiple Con- 
sumption Ej^ternaliTies Amerif nn Economic Hewcu. \q1 64 (September 1974). 
pp 707-14.* ' ^ p ' 

^' ' Food Stamps traded for Cash.' and liustlers Hau^t W^fare Offices. 

^ ' U S Congress. House Committee ^n .\gricult«re. Henrinsjs to KxtenW tlie 
Food Stump .Act of 19b4 uml Amej^J the Child .Vutrition^Act of 29G6. 90th Coh- 
gres.s. 1st Session. Match 15 and 16. 1967, p. 38. 

»'See Edgar O Olsen. A Normative Theor\ of Transfers. ' Public ChoiCQ. 
\o\ 6 {Spring 1%9). pp 39 58 These results also assume given induidual 
pns'er^ences. ^ndouraents. ownership of productive factors, technology, and 
allocation rules such as pricing. 

J ' i^Tbc ^motint of the food subsidy uiU. haCvcver, depend on the character- 
istics of the givers demand function If the demand is ciirrentlv^^ela.stic. the 
subsidy will ruse, ^ind if mrlastic it vvill fall, with increased in recipients 
iijcome. see Olsen, "A Normative Theory oT Transfers/^ 

FTrowningl ^'Multiple Cjonsumption Externalities,** ^ 
>"A speciaj U S D.A. survey covering t\vx) oi^xhc initial ejght pilot projects 
rcveaird that a large ma|orit> of moderate- and higher-mcomo families favored 
the fo*d stamp program and felt -that it should be coaUnued. see U.S. Congress. 
Senat/?. Committee on .\griciilture and Foreslrj. Hearings on the Food Sfqmp Act 
Qi-*W4, 58th Congress. 2d Session, fune 18 and 19, 1964, p. 39. 

Robert Roejr and S^dxtt F. Adelson. Food Consumption ami Diolory 
Levels under the Pilot Food Stomp Program, Dciroti, Michigan and Fayette 




rounty. Petws\l\i}nia. US Department of Agriculture A$^ricultural Economic 
Report \o 9. )unfM902 . • 

-'-Nick Ha\a'$ and Robert E Fr\e. Pilot Food Stamp Promc.m Its Efferis 
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Ooparfrnrnt of Xgnculture. Agricultural Economic^ Report No 'iQ, \pril 1903) 
Paar\ht't% SuhsidjzpJ Food Consumption, p A3 - ' 

-*I Pdtnck \iadden and Marion P Yoder. Proiifum F\Qlxiciwr. — f-'ooci 
S^ifT^ps .rui Commodily DistnhuUon jn .Rurui Arens of Centroi PcnnsyJw/nih- 
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\^i'titi< n ^xinfr, 'OqXq ^omc Problems and Tenttjtne Findmns (Raleigh. N C.' 
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I G^^rdld f-Vastfr and Gare\ B Perkins. Fumdies in the K^pcndeci F>jo\i and 
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Pfo-rjm PurUfipunts and Sonpartinp.tnts. US Department of Agriculture. 
X^ruuitural Economic Report No 246. Sept^Ttttn>r 19"3 

Losjan and DoLoach Food Stamp Proiiram ' V 

-Mbjd p , . >y J 

-•US Cor^srrss Senate Select X:ommiitfe on Nut;/?ion and UUman Needs 

-"Students vvere.t^xciudod from participation b\ ihe 19ri Food Stam{) Act 
amf-ndments A r»,'f ent'Supreme Court ruling o\erturned the exclusion, but new 
J/ S pvpar»m^>nt oi Amcultjuie regulations exphcuiy exclude students iram 
^ !!gibiht> 'unless their families are also eligible or do not claim*tax dependency 
fur federal taxes See Federoi Heaister. \ol 40 i)anuar\ 10. 19"5). p. 2204, 

\Ian\ I'mversiti Students Ace Turning US Food Stamps into a Fp^m 
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"US Conj^ress Huuse of Represt?ntati\es. Committee on .Agri^uUure/ 
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f>3 prrrent and thoM- in the p;lot test areas 14 percent from ApnJ Nfav T^SX. 
^<^ \prii Nta\ I9b2 IbuK. p 10. 

> ^ ^Sivk lU\as Pilot Food 'Stamp Pro^rum Impart on Retail Food'Storc 
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NOTES TO^CHAPTE]^ IV ' 

* In general the simultaneous maximization of two goals is impossible 
unless there is no n\anner in which one of the objectues can^be increased at 
the expense of the other^ * ' ' • * . 

- Council of Economic Advisers. £con&niJC Report of the President (Wash* 
ingtOD^ D C, Govornment Printing Office. 1974), p 344 

^CS Department of Agriculture. Economic Research Service. Farm Income 
Situation. FlS-222. July 1973. pt 50. 

* V S Department of Agriculture. Economic Research Ser\ ice. Form Income 
Situntjon. F1S^223, February 4974. p. 3 ^ 

^ Victor E Smith. £lec4roni€^^mpuMiitjon of Human Diets (East Lansing. 
Michigan State L'nuersitv Business Studies. 1963). chapter 2. 
. Ibid . p 10 

'The procise le\el of all essentiaf food elements is not kaown. . Conse* 
qurnth nutnnct^ists *ha\e gpner^ll> set rpromm cnded le\els abo\e actual 
r^^quirements Yhis trnds to raise the cost of the most economical diet. 

. " Qi ia nf iUcs^w£ic obtained from Smitji. Computation of Human Diets^ 

i" 13. and j^ces uere obtained "from thrfce markets {Big Star. Safe\va\ and . 
Knd Super fea\e> in Charlottes\ lUe. Virginm, during the weq); ot |ul> 14*20. 
1974 I ^ ' ^ ' 

Based o^qiiantilies for a palatable minimum cost diet in 1955 at East 
Lansing. Michigan , ^ _ 

^"Soo. lor example.' Patton. Xtrtrition of o Group of Schooi Children in 
Ohii) With JjnproveJ Di9is. Ohio .Agricultural Experiment Station. Bulletin 887 
(1961). 

''The author will welcomo more 'suitable names for this program. 
'-These funds-could come from the present food stamp program. . 
^'Monies could, for. example, be distributed according to the following 
formula 




Distrif^utjon of Federai iVutntjon fuHds 

m = mt)mmB[i]i 



n(t)-^i) = 



[8'B(ffl)l 



L[i) - L(ff 1) 



[.2B(f-H4)l 



\(I-M)»""^' N(t) 
where R(t) = Locally rocejved federal nutrition re\enups, 
B{0 = To^al federal LN'IP revenues. 
.1 L(l) = Local malnutrition total, and 
S[t) = National malnutrition total 

'* .Vfeasuring the extent of malnutrition is not an eas> task." In most cases, 
dctt rmmation of nutritiov^al le\els would be based on random samples and 
from d variety of. sources, such as data on illness (from hospitals), composition 
of food sales (from retail or wholesale operations), and so on. These, of course, 
will not provide precise !c\els of malnutritiom but the costs from' incorrect 
rfnrasurcment should be conipared with the cosi* of other nutrition programs 
beforo tho LN'IP alternative is completely rejectea* 



.1= 
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' Paarlberg.jSubsn/i^ed Food Consumption, pp. 55-65. 
2 Co/inne Le Bo\it and FaitK Clark. ."Are We Wqll Fed? FoodT Yeor 
Agfii iiHure (Washington. D. C U.S. Government Printing Office. i9B9]. 

' U S Congress. Senate. Select Committee otn Nutrition and Hvraan 
Poverty. .\fu/ntitfition. HQd Federal Food Assistance Programs. A Sta 



• Summary. 91 st Congress, l^session 



p. £24. 
Needs, 
^fshcor, 
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* U S Department oi Agriculture. Dieiary levels of Househoids in the 
Vmted States. Spring 1965. A Preliminary Report. Agricultural Research -Ser- 
vice, No. 62-17, January 1968. p. 9..' • 

-'US. Deparfnent of Health. Education, and Welfare. Ten-State Nutrition 
Survey, pp. V-ll and V-92. 

^*-"Charles E Butter\sorth, ' The' Skeleton in the Hospital Closet. ' >iutnUon 
Today, March April 1974. pp 4-8. and Geprge L. Blackburn and Bruce Bistrian, 
"A Report from Boston." Sutntion Today, May; June 1974, p. 30. 

1 Logax ari3 DeLoach. Food Stamp Program. 
•-^ Ibid., pp. 9-10. 
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Food Stamps and Nutrition d\ K^nn.-th W. Clarkson measures the 
'i.v ' s\-.:-.-.n nru-r-irn asamst it> two ob^ecli^es --impro\ing nutrition 
?:ron" the -.oor and i-unDlcmcnting lou agncuUurai uicomes. He 
c-n. !.;d. s .U-r.es neither objectnc uell Xo infprovpinent in nutn- 
tu-.n ncessan'.v results Ciarkson'finds. because there is nothing in 
the prooranivthat requires or even encouriJges. through, nutrition 
«.d>uaf.on th.- purchase of nutritious foods. Recipients may, and 
oflin do 'hoosH foods thai are raoi#palatable dr more convenient y 
na'Kdced but not more nutritious tSn the cheaper foods they would 
haxnb'-'ujiht wuTi a loTv^Tfood huidget. The author also finds that 
ioo'd! stamps fail-^Jolster the incomes of ^oor farmers. Since the 
b"lk of thiijdiiilArs !incnt by government to increase foo d budgets 
iur th(j adftuiutmiiion and enforcement^ ot- the program and i<fi: 
The sf-rv ices of food processing and transportation. A'eQ' little reaches 

the fanr.ep. , ' • 

^ ' -GiafUon-argues-thaLioojl. stamps are basically ^n inefficient^ 

income sunplement— which the recipient is required to use to pur- 

(has,. food products. According to his analysis, the government 

SDt nds in excess of Sl,09 to provide Sl.OO in bonus food stamps that 

'hav.- an axerage value to recipients of only 82 cents. Thus the 
iw-erage reapient would trade Sl.OO in food stamps for 83 cents in 
rash or other goods and think he was better off. 
■ Kenneth W. Clarkson. assistant professor of economics at the 
University jof Virginia, was .formerly associated with the Office of 
Management and Budget and with the Commission on Government. 
Procuremervt. A ^ecialist in .price theory, he is the author of a 

* number of essays on governmental efficiency, law of the seas, and 
hospital management. 
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